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NATIONAL POLICY AND ISSUES 


EXPANSION OF POWER INVESTIGATED 


HK240600 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 6, 15 Jun 81 
pp 42-43 


[Article by the investigation team of the Kunming Textile Mill: "An Investigation 
of the Expansion of Power of Supply, Production and Marketing in the Kunming 
Textile Mill"--note passages within slantlines denote boldface type] 


[Text] The Kunming Textile Mill is one of the important mills producing cotton 
yarn and cotton cloth in Yunnan Province. After expanding its power in September 
1979 under the prerequisite of fulfilling the state plan, the enterprise had the 
power to undertake processing with supplied materials and the power to produce part 
of the products using the raw materials saved and the power to place new products 
(such as polyester khaki) on trial sale. Being important products having a bearing 
on the national economy and the people's livelihood, cotton and cotton textiles 

are subjugated to state monopoly purchase and marketing according to the present 
state regulations. In these circumstances, how to expand enterprise autonomy 

in supply, production and marketing has become a problem which needs further study 
amd solution. 


I. The Situation of Supply, Production and Marketing 


/1) Production plans are subject to unified state assignment./ At present, the 
production tasks including the total output and the whole variety, specifications 
and quantity of cotton yarn and cotton cloth are targets mandatory in nature 
passed down to the enterprise by the Provincial Textile Industrial Company. 

The enterprise is basically not authorized to work out any complementary plans in 
accordance with the market demands. 


/2) Raw cotton is subject to unified state distribution./ The specification and 
quantity of the cotton needed by the production of the mill is checked and ratified 
by the Provincial Textile Industrial Company and directly organized and supplied 
by the Provincial Tobacco, Cotton and Hemp Company. Cotton is all supplied by the 
state. The mill is only in a position to ask for whatever grade of cotton it is 
supplied with and sets prices in the light of the prices given, hence production 


according to supply. 


/3) Products are subject to unified state purciiase and marketing./ Part of the 
products that should be marked by the cities is purchased by the commercial 




















departments in a unified way. Semifinished products are allocated and sold to 
various textile units according to the state plan. The enterprise has no power 

to market them. If a plant plans on setting up a municipal branch retail outlet 
to place its new products on trial sale, it applies to the Municipal Industry and 
Commerce Administration and Management Bureau for a business permit. The Municipal 
Industry and Commerce Bureau refers it to the commercial departments concerned for 
ratification, but the provincial commerce department maintains that it would be 
enough to have the agreement of the urban commerce bureau. But the urban first 
commercial bureau regarded that “it is not necessary for the Kunming Textile Mill 
to set up its own municipal retail outlets since it is located in the municipal 
district." 


/4) Product prices are subject to unified state determination, no downward adjust- 
ment of price is allowed, still less an upward one according to changes in produc- 
tion cost or market supply and demand. / 


II. The Problems Existing at Present 


At the present time, the production of raw cotton in our ccuntry is insufficient. 
We nee” to import some cotton from abroad. If is necessary for the state to 
monopolize the purchase and marketing of cotton and cotton textiles in order to 
ensure the basic needs of the livelihood of the people. However, there are some 
defects in it. They are mainly: 


/1) Plans are excessively and rigidly controlled, the enterprise has become 
mainly a unit which carries out plans of a directive nature without any power to 
make its own decisions./ This leads the enterprise to a situation in which when 
the materials are used up, the enterprise asks the departments above for materials, 
instead of trying its best to open up new sources of materials; in production, 

it follows the prescribed order and acts according to the plans of a directive 
nature; if the products within the plans do not suit social needs, it produces 
them regardless; as long as it increases production, its revenue is increased. 
These practices are detrimental to the mobilization of the enterprises’ enthusiasm 
for studying on their own initiative how to raise product quality, improve tech- 
nology and skills, increase the variety of product design, size and color, reduce 
consumption and cost and improve labor productivity. In this way, the enterprises 
live off the state plan, eking out peaceful existence. 


/2) The present price and tax systems are detrimental to the readjustment of the 
product structure of the enterprises./ The present price parities are irrational. 
Some goods whose supply exceeds demand are overpriced affording big profits and 
some goods for which supply falls short of demand are insufficiently priced with 
little profit. After practicing profitsharing, in order to obtain more sharing of 
profits, enterprises very often seek the production of goods whicy are in exces- 
sive supply with big profits and are unwilling to produce goods which were in short 
supply with little profits, with the result that the production of goods for which 
supply exceeds demand cannot be reduced and that of goods for which supply falls 
short of demand cannot be increased. 


/3) There are breaches in the supply of raw materials./ The state unified 
distribution and planned allocution, the mandatory production targets assigned by 
the higher departments to the lower units and the responsible departments’ raising 














of the quotas at each level cause the constant emergence of breaches between the 
production plans and supply of materials. Sometimes, the enterprise cannot take 
delivery of the goods i r which it has paid. The supply of cotton of a certain 
graded length cannot be supplied at a fixed time, the enterprises have to use 
thick yarn with low cotton spinning, resulting in a decrease in product quality, 
or they have to use thin yarn with high graded cotton spinning, resulting in an 
increase in production cost. 


/4) The state monopoly for marketing the products, the slight influence of market 
mechanism over enterprises and the lack of external pressure on enterprises to 

be competitive are detrimental to the promotion of improving product qualit. and 
increasing the variety of product design, size and color./ Meanwhile, the unitary 
circulation channels, the unified purchase of products by the commercial departments, 
the redundant circulation links, the lack of direct relations between the produc- 
tion units and the consumers, the enterprises’ poor understanding of the fluctuations 
in market demand and the unmarketable variety of product design, size and color 
cause the overstocking of products. 





III Some Proposals 


Cotton and cotton cloth are important state materials which have a vital impact 

on the national economy and the livelihood of the people. At present the production 
of cotton, cottc.1 cloth and knitted cotton goods is far from satisfying the needs 

of the livelihood of the people. For this reason, the policy of state monopoly 

of purchase and marketing has to be carried out for comparatively long pericis 

of time. Regarding the matters of how to turn enterprises into relatively independent 
commodity producers, how to revitalize enterprises and help raise the national 
economic effect and how to define the expansion of the power of supply, production 
and marketing of the enterprises under the system of the state monopoly of purchase 
and marketing, on the basis of our investigation and the opinions of the enterprises 
and the departments concerned, we have made the following tentative plans and 
proposals: 


/1. On the question of enterprises’ autonomy over production plans./ 


Concerning the total output quotas for cotton yarn and cotton cloth, and some of the 
main products which are needed badly on the market and are in short demand (such 

as 23x21 plain cloth and 23x21 gauze), the state should assign plans of a directive 
nature. With regard to other products, under the prerequisite of not exceeding the 
total output quotas, enterprises should be allowed to work out production plans 
according to the contracts for purchase and marketing signed by both sides, the 
enterprises and the commercial departments. In this way, the enterprises’ whole 
production plans consisting of the state plans of a directive nature and the 
enterprise-formulated plans enable the enterprises to have part of the power to 
work out production plans, and help the enterprises to better adapt their prodicts 
to market demands. 


With the prerequisite that they fulfill the state plans of a directive nature and 
the purchase and marketing contracts, enterprises should be aur‘iorized to under- 
take processing with the materials supplied or cooperation tasks and change the 
situation in which enterprises are wholly dependent on the state for their supply 








of raw materiais. Under the condition of not changing the orientation of products, 
enterprises should be authorized to produce marketable products with the raw 
materials saved in the process of production. 


/2. On the problem of the supply of raw cotton/ 


With regard to the products within the plan of a directive nature, the plan-assigning 
departments should ensure the supply of raw materials and leave no breaches. Under 
the guidance of state planning, the contracts for arranging production plans 
according to market conditions signed by the enterprises and the departments 
concerned should be submitted to the state, and the departments concerned should 
guarantee the supply after checking and ratifying the volume of supply of materials 
in the light of the contracts. Im accordance with the reported plans for trial- 
production of new products by the enterprises, the state should allocate a certain 
percentage of cotton needed in trial-production of new products, based on their 
progress. To reduce circulation links and cut down expenses, the mill should be 
directly supplied with raw cotton. 


{/3. On the problem of power over sales. / 


The enterprises maintain that they should have the power to place 5 percent of the 
new products on trial sale and to sell 2 percent of the marketable goods through 
their own channels. The provincial knitted textile center has suggested that 
acting upon the State Council's Document No 170 (80), enterprises should be 
permitted to sell 5 percent of the new products on a trial basis but it does not 
agree upon the trial sale of 2 percent of all marketable goods. We are of the 
opinion that in order to enlarge circulation channels, help enterprises to under- 
stand the market conditions of supply and demand, concurrently avoid competition 

in selling marketable goods and in getting a bigger share of industrial and comm -- 
cial profits, enterprises should have the power to place new products on trial sale 
for 1 year, and the commercial departments should have the power to purchase 
according to the principle of priority. If the commercial departments do not 
purchase the goods produced with the materials saved by the enterprises, the enter- 
prises are allowed to market them through their own channels both wholesale and 
retail, but their wholesale prices should be in keeping with the allocated and 
retail prices of the local commercial departments. The enterprises should demand 
and collect cloth coupons in this respect according to the rules and regulations 
issued by the Ministry of Commerce, and collect and hand them over to the departments 
concerned. For detailed measures, enterprises are justified in organizing sales 
exhibitions, setting up outlets for sales through their own channels, through 
industrial and commercial enterprises or on a commission basis. 


/4, The problem of prices and taxation. / 


At present, the prices of cotton textiles brook no fluctuation or readjustment. 
The price parities of the various products of these enterprises are irrational. 
This has lead to a situation in which the prices of marketable goods are on the 
low side and their profits are limited while those of unmarketable goods are on 
the high side but their profits are enormous. Calculated in terms of the interest 
rate of production cost, the cost prices of some new products (polyester khaki) 














ire not expensive but they are overpriced, and their absolute profit volume is 
relatively big. Under these circumstances, in order to correctly handle the economic 
interests between the state and the erterprises and arouse the enthusiasm of the 
enterprises for producing marketable goods, the following measures are suggested: 


1) The enterprises should ensure the fulfillment of the state's plans of a direc- 
tive nature. In case they fail to fulfill the plars due to managerial reasons, a 
fine should be imposed on enterprises for failing to fulfill particular varieties 
of designs and output and the fine should te deducted from the profits retained 

by the enterprises after handing over income tax. 


2) As for products with a low price and minimal profits, but which are urgently 
required on the market, an otuput base should be defined in the light of their 
historical production leveis. The whole or part of the portion in excess of the 
plan shouid be exempted from income tax but not from industrial or commercial tax. 


3) Levy a tax on products. Enterprises are permitted to place their new products 
(polyester khaki) on trial sale for 1 year and are in a position to retain all 

the profits for their own disposal. After a year of trial sales, a tax should be 

levied on the new products and should be paid before handing in income iax to the 

higher level. The definition of the tax rate levied on products should tally “ith 
the principle that the state should get more, the enterprise should get less; the 

enterprise should get more than it would get for producing ordinary old products. 


/5. It is good for the textile trade to take the company as the unit in expanding 
autonomy. / 


The level of the socialization of production of the provincial textile trade which 
has an elaborate division of labor and cooperation is relatively high. Evia though 
the expansion of autonomy in a single textile enterprise enlivens an enterprise, 

it can hardly tally with the macroeconomic demands and hardly reach the goa! of 
producing more rich and varied textile ecods, and is detrimental to regulating the 
relations of economic interests between the state and the enterprises ani among 

the enterprises themselves. Now that provincial and municipal textile industrial 
companies have been established, the system of two-tier companies should be solved 
48 soon as possible so as to create conditions for expanding the autonomy of the 
whole company. 


CSO: 6006/475 
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NATIONAL PULICY AND ISSUES 





ECONOMIC JOURNAL ON TRADE ASSOCIATIONS 


HKO1LO8O9 Beijing JINGJI GUANLI [ECONOMIC MANACEMENT] in Chinese No 6, 15 Jun 81 
pp 56-58, 63 


[Article by Li ting of the Hunan Provincial Academy of Social Sciences [2621 7234} 
and Du Xiufeng of the Hunan Provincial Machine Building Committee [2629 4403 1596]: 
“Discussion on the Question of Establishing a Machine Building Industry Trade 
Assoc iat ion” | 


[Text] The machine building industry bears the responsibility of providing 
technological equipment to various agencies that are involved in the national 
defense buildup or economic development. It also has the function of supplying 
durable consumer goods for the people's livelihood. It is strongly connected with 
modernization of the entire industry. The level of national economic development 
depends, to a lerge extent, on the level of development of the machine building 
industry. The central authorities have determined that the readjustment of the 
machine building industry is the focal point of the entire industrial development. 
This is a very correct decision. 


There is mutual cause and effect between the readjustment of the machine building 
industry and the reform of the machine building industrial management system, 

with each mutually helping the other. Undoubtedly the readjustment creates the 
preconditions for reform. Inevitable and feasible reforms will in turn help over- 
com the berriers of readjustment and promote the penetration of such read justment . 
this essay attempts to examine the issue of breaking up the departmental! and 
rexional boundaries and setting up trade assocation. Through such it will explore 

a road for reforming the management of the machine building industry. The following 
presentation will take up three issues: 


|. The Defects of the Existing Management System 


The machine building industry has developed considerably since the founding of the 
state. it now has an enormous establishment, however the existing management system 
of the machine building industry is a multidepartmental and hierarchical institution. 
there are the military and civilian sectors in the country. The civilian sector 

is further divided into two manufacturing systems of general equipment and specialized 
equipment. The machine building industry is spread out over the 43 departments in 
this country. In terms of hierarchy, there are the central and regional systems. 

the regional system is further divided into province (city), district (city), 








erefecture. compwne and village and they all cun a machine building industry 

This is a comfused and frsgmented sanagement system. The industry is cut up into 
thousands of autonomous sual] “feudal lords” pursuing individual interests. A 
series of defects has resulted and the fundamental omnes are listed below: 


(l) It Leads to Considerable Duplicate Production, Duplicate Construction. Over 
investment, Creat Saste and Poor Economic Effect. 


Since the machine building industry has been dissected, a unified market of 
electrical and secharical products camact be established. ‘t is impossible to 
formulate and execute a set of national regulations for the machine building 
industry. Each department and region plans its own development according to the 
needs of each unit. It has therefore resulted in 21 local committees, 28 provinces, 
municipalities and autonomous regions and 375 enterprises that prodwe internal 
combustion engines. Industries such as the automobile, tractor, bearing and 
electrical industry which are geared up for plentiful production are also highly 
scattered. Factories that produce bicycles, electric fans and other short-term 
consumer durables that are in short supply are also booming and blossoming at 
the same tise. 


Duplicate production inevitably brings out duplicate construction. Each department 
and region, in augmenting its own production potencial, tries hard to find a good 
base. The overall view of economic equilibrium is therefore overlooked. The 
Liling electrical percelain with productivity excedding 7,000 tons. In recent 
years, orders from inside and outside the country have amounted to about 6,000 
tons, meaning a surplus of productivity. However, the lLujiang electrical porcelain 
factory 5 kilometers away which produces the same products, received 1 million 
yuan of investment in 1980 from the department concerned to expand productivity. 


Duplicate production and duplicate construction lead to a situation of excessive 
points but inadequate quantity, low productivity and poor economic effect. Much 
manpower, money, and resources are vasted. 


(2) Duplicate Scientific Research, Duplicate Induction, Dissipation of Technolo- 
gical Power and Low Level Technology. 


Fach department and region arranges scientific research and introduction of 
technology according to its particular needs and judgment. This has resulted in 

a situation in which several departments and regions import seven sets of large- 
scale component circuit equipment. Apart from the First Ministry of Machine 
Building, there are another two departments and six provincial cities carrying on 
negotiations with foreign merchants to import heavy motor vehicles and small saloon 
cars. 


There are altogether 480,000 technicians employed in our nation's machine building 
industry. The proportion is small but the absolute number is considerable and the 
potential is enormous. If not for che present dissipation of resources, duplicate 
production and ineffective mobilization, it would be possible to ¢ereat!y reduce 
the gap between us and advanced world technclogical levels. 














($3) the Cutting Off of Horizontal Links Anong Enterprises and the Low Level of 
Specialization and Integration. 


The horizontal links among enterprises are hampered by regional and departmental 
barriers. Therefore when a factory is established, it is geared to be a "seli 
sufficient" all round factory which can cater to both cold and heat treatment work. 
Among 1,502 machine building industrial enterprises on or above the prefectural 
level (excluding the military industry), there are only three specialized foundries. 
The furnaces in the steei smelting works have a total capacity of 256,000 tons. 

But the actual annual demand does not exceed 35,000 tons. The utilization rate of 
the equipment is 13.7 percent. In cities like Changsha where industry is fairly 
concentrated, the commodity ratio of steel smelted products is only 7.3 percent, 
lower than the national level of 18 percent. 


Regions and departments form their own complete systems, and aim at an ever higher 
rate of self-sufficiency. Enterprises all rush to enhance their capability to 
manufacture things themselves. Under the interference of some supervising depart- 
ments, some enterprises even sever the connections for coordinated production, and 
turn the factory into an all-round factory. For instance, take our country's 
electric locomotives: they are originally jointly researched by the Tianxian 
locomotive shop and the Xiangtan electrical machinery plant with the Xiangtan 
plant producing the electrical machines and electrical control equipment while the 
Tianxin plant assembles the complete vehicles. Yet later on the department concerned 
expanded the Tianxin plant to include an electrical machinery workshop and assembly 
plant, so it could undertaxe the whole production process. 


In conclusion, regional and departmental separation is the greatest barrier to 
reorganizing and integrating the machine builaing industry enterprises. Without 
solving these issues, the machine building industry cannot rationalize its organi- 
zation and hence it cannot improve the economic effect. 


2. Breaking All Barriers Imposed by Regional and Departmental Systems of Ownership 
and Fstablishing a Trade Association 


The reform of the existing management system is inevitable. Yet there are many 
views on how to approach reform. We believe that the establishment of a trade 
association and tntroducing professional management can effectively break all the 
reyional and departmental barriers. It would also pave the way for a rational 
organization of the machine building industry. 


(1!) ‘The Nature and Mission of Trade Associations 


A trade association is a voluntarily formed organ for coordinating the production 
of enterprises producing similar goods. It is not a government agency but has 
certain executive authority. It is not an economic integrated body but has certain 
economic functions. It is a semiofficial, semi-people-run, semiexecutive and 
semieconomic organization. The main functions of a trade association are 1) to 
follow the state's economic plans, target and policies and, based on market fore- 
casting and trade survey, to form medium and long-term development plans and annual 
plans for industry. 2) To formulate the policy for technology developmert plans 
and technological installations. It has developed technician consulting work 











and technician training. 3) Yo formulate a trade standard, including enterprise 
standards and product standards. 4) To organize and adjust internal coordination. 
5) To organize the export and trade products. 6) To organize international 
competition and criticism within the industry. 7) To report to the government 

on the conditions of production transacts of the trades and propose relevant 
requests and recommendations. 


The trade association represents all the enterprises in a given trade and can at 

a suitable time consult and adopt certain technological and economic measures. 

Under the guidance of the national plan, it can propose a development plan for the 
trade and certain requisite regulations. Upon approval, these will become the solid 
expectations of the state toward the inudstry. 


The trade association is a managing committee formed by representatives of enter- 
prises producing similar products (including whole machines, parts, foundation parts 
and some intermediate craftwork). It is responsible for discussion and resolution 
of fundamental issues and settling work policy. The managing committee has a 
delicate executive organization responsible for daily routine. The work includes 
taking on government-assigned topical research, long and medium term planning and 
help ‘n making diagnoses for industry, and answering inquiries from departments and 
enter;.. ises. Various regions, departments and enterprises of different institutions 
can freely join or withdraw. An enterprise producing a wide variety of products 

can join different rade associations. Any enterprise that joins an association is 
obliged to comply with the duties of the articles of the association. This 

includes following the trade association resolutions, reporting to the association 
on the production level and sharing the expenses for the association's activities. 


The trade association will determine its form of organization according to different 
products. Some may include assembly plants and parts plants in the association, 
like bicycle factories. Some include the manufacturing plants and main parts 
factories, while plants making minor parts will join other trade associations, 

like those for automobiles. Some should strengthen the work of the national 
associations like the basic parts undertakings. Some should focus on the 
strengthening of the regional associations like the minting, smelting and heating 
trades. 


(2) Functions of Trade Associations 


the organizing of a trade association is conducive to the breaking up of regional 
and departmental restraints and has an active effect on developing industrial 
product ion: 


First, it can rationalize the production organization and utilize the active function 
of the enterprises. ‘This is because trade associations can shed the restrains 
imposed by departmental segregation and regional blockades. It will start by 
improving the productivity of industry and follow rational economic principles. 

It will research into and formulate a development plan and organize coordination and 
collaboration and fix standards for both the industry and the products. "Pass 
certificates" will be issued to enterprises that attain a certain standard. 

"Trade standard certificates" will be issued to commodities that attain a certain 
standard. The association can also fix a unified price and hence high priced goods 


? 











ot lower quality will be eliminated. The issue of duplicate production will then 
be easily solved. 


Besides, the association can serve as the link between the state and the enter- 
prises. It will make the state's guidance in macroeconomic policies effective 
toward the microeconomic activities. The state's requirements on certain trades 
and products will become, through the trade association, the managing principles 
of the enterprises. The irrational development which is caused by departmental 
segregation and regional blockades will be avoided. 


Second, it is couducive to raising the technological standard. It can consolidate 
the technological potential of an entire trade, research new products, promote new 
technology and avoid duplicate research and development as well as mutual segrega- 
tion. Hence the research and development will be expedited and production standards 
will be raised. Based on the national and industrial conditions, the association 
will formulate a policy for renovation plans and technological installation. That 
is conducive to improving backward production technology. This is an assignment 
which an ordinary agency cannot cope with, neither is it feasible for a single 
enterprise or scientific research unit. 


Third, it is beneficial to developing professional collaboration. One of the major 

reasons for the slow progress in professional collaboration is the lack of unified 

management organization for primary products and specialized craftwork. The 

state's capital is invested according to the development of all manufactured goods. | 
Many enterprises producing primary goods and craftwork and small factories cannot 
attain a good standard because of lack of financial resources and technology. 

The big plants do not trust the help of small plants and they proceed to become 

“factories capable of everything." Small plants have no option but to manufacture 

the whole machines, thus becoming "small and complete." If trade associations can 

be established for smelting, heat treatment, hydraulic pressure items and hermetic 

sealing, professional collaboration will be promoted. 


Fourth, it is beneficial to export: the association is better informed of tech- 


nological and economic data and more specialized in its business. It is more 
capable of doing business than foreign trade firms. It is slso the unified 
organizatton for the external, equivalent to a joint sales center. It may centralize 


export affairs and avold internal competition among districts for foreign trade. 
Besides achieving a consensus, the profits are maintained. 


Fifth, it is conducive to enhancing the economic impact of the enterprises. It 
guarantees that our national industry will keep on an investment-saving, efficient 
and rewarding road. 


(3) Several Issues To Be Solved When Organizing Trade Associations 


'rade associations are an innovation. In order to break through regional and 
departmental boundaries and establish an association, difficulties and resistance 
from all sides must be met. In organizing a trade association, the following 
issues have to be solved: 
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|. It should suitably recognize that the enterprise is a relatively independent 
producer with the requisite business management autonomy. The enterprise will be 
liberated from real regional and departmental restraints. Otherwise the resolution 
of the association will be antagonistic to the interests of the “grandma” enter- 
prises and it will not be “horoughly carried out. 


2. It is necessary to manage well the relations between a trade association and a 
joint venture company. They are not adminsitratively connected, but the joint 
venture company should be the backbone of the association. Big joint companies 
should assume leadership of the associations in which the big enterprises should 

be allowed adequate speech and voting power. It should not resort to repressing 
the big enterprises to develop small and medium undertakings. Yet is should guard 
against the control of big enterprises and avoid suffocating competition and create 
favorable conditions for the small and medium enterprises. 


3. It should correctly handle the relations between the national and regional 
associations. It is more favorable for the associations to be established both at 
the national and regional levels. A national association should follow after the 
establishment of associations in the cities. The national associations may be 
established in Beijing or other industrial cities. For instance associations for 
bicycles, and sewing machines may be established in Shanghai, associations for 
machine tools in Shenyang, and so on. It is more advantageous to stick to big 
enterprises and scientific research centers. As a anatter of principle, district 
assuciations should be located at provincial or regional economic centers, but it 
is not necessary for each province to establish one. Associations should not be 
found everywhere or turned into appendages to administrative machinery. District 
associations should be subordinated to the national organization. The organizing 
and admission of district associations has to be done through the national assi'cia- 
tion, forming the base organization. A district should both represent its local 
interests and keep the overall interest in view. The district association should 
subordinate its work to the guideline of the national association. 


4. It should correctly handle the relations between the association and the 
administrative machinery. Associations should adhere to the planned guidance of 

the sta-e and persist in the execution of the state's target, policy, law and 

order. They should also be placed under the supervision of the state. The govern- 
ment should give serious attention to the suggestions of the associations, especially 
in the arrangement of production, the distribution of investments, and in fixing 
prices, taxes, and economic policy. Then the association will better understand 

the condition and requirements of the trade. 


CSO: 4006/475 
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NATIONAL POLICY AND ISSUES 


PROMOTION OF RESPONSIBILITY SYSTEM IN FINANCE, TRADE URGED 
Experience in Shanxi 
Beijing ZHONGGUO CAIMAO BAO in Chinese 25 Jun 81 p 1 


[Article by correspondents Zhang Baolong [1728 1405 5693] and Tie Jingkui [1586 
4842 7608]: “Finance and Trade Units in Shanxi Promote System of Responsibility 
for Business Operation"™] 


[Text] The Shanxi provincial government recently issued a notice calling on fi- 
nance and trade units at all levels in the province to actively promote the system 
of responsibility for business operation. In his talk before a report meeting of 
provincial, prefectural and municipal leaders responsible for finance and trade 
work, Wu Guantang [2976 0432 3282], secretary of the provincial party committee 
and vice governor, who relayed the notice, pointed out the need to emancipate the 
mind and to promote the responsibility system energetically as a type of reforn. 

At the same time, he pointed out that the measures to be adopted must suit local 
conditions and proceed from realities instead of being carried out as merely a for- 
mality or as a ready solution to all problems. 


According, to Incomplete statistics, 220 units of the commercial and grain depart- 
ments in the cities and countryside of Shanxi Province have tried out various forms 
of cesponsibility system in the past 2 years. In April and May this year, vice 
governors Wu Guangtang and Zhang Tianyi [.728 1131 0044] and six investigation 
teams of the provincial finance and trade units conducted in-depth investigations 
in various parts of the province and summed up the typical experiences of the sup- 
ply and marketing system in Anze County, the food company of Yuci County, the hotel 
of Datong municipality and some 10 other units practicing the responsibility sys- 
tem. Their methods can be summarized in six different types: 


First, responsibility for profits and sharing of surplus profits; second, estab- 
lishment of work quota, remuneration for fulfillment of quota, reward for above- 
quota work, and wage deduction for failure to fulfill quota; third, the float-wage 
sysem under which the regular pay, which is the major portion, is supplemented by 

a minor portion taken from retained profits; fourth, responsibility for an assigned 
quota, and remuneration according to sales; fifth, responsibility for loss beyond 
the approved limit, and such loss will not be made good but loss within the ap- 
proved limit will be compensated, and the compensation fund will be at the enter- 
prise's disposal; and sixth, responsibility for a set profit quota with rewards 
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for above-quota profits and punishment for failure to fulfill the quota. By close- 
ly combining an enterprises’ business operation with the responsibility, rights 
and interests of the workers and staff members, the units practicing the responsi- 
bility system have effectively aroused the enthusiasm of the workers and staff 
members for business operation. Thus their profits have multiplied and their man- 
agement and service have shown marked improvement. Facts have proved that the sys- 
tem of responsibility for management among finance and trade units is not only 
wecessary but also practicable. It must therefore be unswervingly popularized. 


In his talk, We Guangtang pointed out that in promoting the system of responsibil- 
ity for management among the finance and trade units, the leadership should first 
of all emancipate the mind and get rid of concern about the difference between fi- 
nance and trade on the one hand and agriculture on the other and about the complex 
situation in finance and trade arising from the large number of different depart- 
ments. They must realize that promoting the system of responsibility is a reform 
in finance and trade work, and any problem involving policies encountered in the 
course of such promotion must be promptly solved. Second, the methods and forms 
used can be flexible and varied, and any of the above six forms can be used. 
Furthermore, ordinary small and medium-size enterprises can als» try out the method 
of paying tax instead of handing their profits. After paying tax, part of the 
remaining . ‘ofits can be used as a bonus fund or for fringe benefits. The enter- 
prises caa also practice the system among their workers and staff members in var- 
ious forms, such as entering into contracts with small groups or even individuals. 
Contracts for this purpose should be signed, clearly stipulating the main economic 
targets, duties, and the national policies to be upheld. Third, the measures 
adopted should suit local conditions and proceed from realities instea4 of being 
carried out as a mere formality or as a ready solution to all problems. There 
should be experiments and summing up of experiences before the gradual populariza- 
tion of the system. Instead of issuing compulsory orders, they should let the 
masses conduct democratic discussions before reaching any decision. Fourth, lead- 
ership of the organizations should be strengthened, and everyone should cooperate 
in harmony in solving all problems encountered in thecourse of experimentation and 
populatization. Fifth, since the promotion of the responsibility system among 
finance and trade units involves many other departments and units, inclucing those 
of urban construction, communications, public health and public security, the de- 
partments and units concerned should do everything possible to give the required 
suppot and assistance. 


Gansu Symposium 
Beijing ZHONGGUO CAIMAO BAO in Chinese 16 Jul 81 p 1 


[Article by correspondent Yang Zhanfeng [2799 2069 6912]: "Responsibility System 
Is a Necessity for Finance and Trade Departments--Gansu Provincial Symposium on 
Finance and Trade Work Summed Up Resultsoif Experiments and Called for Emancipation 
of Mind and Elimination of Fear and Worry") 


[Text] Gansu Province recently held a symposium on finance and trade work to sum 
up the results of experiments in the system of responsibility for business opera- 
tion and held that such a system was a necessity for finance and trade departments. 
It also urged the wiping out of “leftist” ideological influence and the elimination 
of worry about possible disorder. 
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More than 200 basic units of the commercial and service trades, supply and market- 
ing cooperatives and food enterprises have tried out the system of business respon- 
sibility. The methods used generally took three different forms: First, the 
workers and staff members as a collective shoulder the responsibility for enter- 
prise management. Second, the enterprise enters into contracts with small groups 
or the retail department. Sometimes, responsibility for some sectin of the enter- 
prise is transferred to a group which would set up its own store. Third, individ- 
ual workers or staff members are responsible for the management. The integration 
of business results with the personal benefit of the workers and staff members 
aroused their enthusiasm and improved the enterprise's business results, and many 
enterprises have turned losses into profits. 


The participants of the symposium held that in outward appearance at least, the 
progress of work was not fast enough, because some leading cadres had long been 
influenced by "leftist" ideas and did not quite understand the necessity and urgent 
nature of the responsibility system. For example, some leaders thought that “com- 
merce is not the same as agriculture, and therefore, the system of responsibility 
for business operation, or for profits and losses, cannot be practiced.” Others 
worried about the change in the nature of the enterprises and disorder in the ranks 
of workers and staff members. To give everyone a better idea, some 10 typical ex- 
amples of the experiments of the responsibility system were cited in printed form 
at the symposium. Seeing these vivid examples, those comrades who formerly had 
misgivings about the system realized that "responsibility for profits, for work, 
for reduction of loss, and for business results” could work wonders in bringing 
about vitality and profits. Therefore, they decided that the earlier the change, 
the quicker will be its effects; and the more drastic the change, the greater will 
be the benefits. 


9411 
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NATIONAL POLICY AND ISSUES 


INDIVIDUAL, INDUSTRIAL, COMMERCIAL UNDERTAKINGS SUPPORTED 
Beijing ZHONGGUO CAIMAO BAO in Chinese 4 Jul 81 p 2 


[Article by unidentified correspondent: “Individual Industrial and Commercial 
Undertakings Should Be Strongly Supported in the Supply of Raw Materials--Specific 
Regu'ations Given in Joint Notice From General Indust¢cial and Commercial Adminis- 
tration Bureau and Five Other Departments”) 


[Text] Households engaged in individual industrial and commercial activities are 
independent workers living on their own labor. Politically and economically, we 
should treat these households in the same way as we do units owned by the entire 
people and by collectives, and all departments should strongly support them in the 
supply of raw materials and other goods. ‘Come localities at present are discrin- 
inating against these households; such an attitude must be changed. This is point- 
ed out in the joint notice of the General State Material Bureau and the General 
State Labor Bureau issued in accordance with the spirit of comments by the leading 
comrades of thz central government. 


The joint notice contains these specific regulations concerning the supply of goods 
to individual industrial and commercial undertakings in the cities: 


1. All raw materials and other goods required by households properly registered 

in the cities and holding valid licenses for industrial and commercial undertak- 
ings should be supplied by the local state-run commercial enterprises, and grain, 
supply and marketing and material departments according to the approved scope of 
business. These households should be entitled to the same rate of wholesale prices 
as given to state- and collective-run units. State-run commercial enterprises, 
supply and marketing and material departments should set up more wholesale centers 
according to the scope of division of work and appropriately reduce the minimum 
wholesale amount for the convenience of these households. As to the goods in short 
suply for repair service, the material departments should consider the needs of 
these individual households and accordingly arrange for the timely delivery of 
goods. As to grain and edible oil, the grain departments should be guided by mar- 
ket demands in supplying to individual catering undertakings the planned quanti- 
ties in the same way they supply to state- and collective-run catering units. Food- 
stuff should be supplied against food coupons and edible oil should be rationed 
according to regulations. Grain and oil outside the plan can be sold at negotiated 
prices according to local conditions. If the state cannot supply, or fully supply, 
the required raw materials or other goods, the individual households can buy their 
own at designated markets after approval by the relevant departments. 
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2. Households operating retail stalls at country fairs are required to pay nonm- 
inal rental for the stalls used. Unless approved by the provincial, municipal or 
autonomous region people's government, no department whatsoever can collect any 
other fee which would add to the burden of these households. 


3. Industrial and commercial administration, commercial, food, supply and market- 
ing, material and labor departments should closely cooperate with one another in 
providing guidance for the management of these undertakings and in protecting their 
legitimate business as well as proscribing illegal dealings. All individually run 
industrial and commercial undertakings enjoy state wholesale prices should sell 
their goods and pay their taxes strictly in accordance with the state's unified 
regulations. They are not permitted to carry out illegal transactions, to drive 

up prices, or to evade the payment of tax. 


The joint notice also calls on all localities to once again examine the problems 
which may crop up in the implementatin of the policy to develop individually run 
industry and commerce, and to report cn the result of their examination. 


9411 
CSO: 4006/436 
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NATIONAL POLICY AND ISSUES 


UNPRECEDENTED INDUSTRIAL GROWTH REPORTED IN HUBEI PROVINCE 
Wuhan HUBEI RIBAO in Chinese 13 Jul 81 pl 


{Article by unidentified correspondent: "Industrial Production in Hubei Hit All 
Time High in First Half of 1981--Production of Light Industrial Goods Needed for 
People‘s Daily Life Vigorously Developed in the Course of Economic Readjustment" ] 


[Text] Since the beginning of this year, the broad masees of cadres, workers and 
staff members on the industrial and communications front of our province have con- 
scientiously implemented the policy of national economic readjustment and have 
achieved fairly good results in industrial and communications production through 
hard work. In the first half of this year, the total industrial output value, com- 
pared with that of the same period of 1980, increased by 4.38 percent. This is 
the best record for the first half of any year in history. In six prefectures and 
municipalities--Shiyan, Shashi, Xiangfan, Huanggang, Hanning and Yunan--the in- 
crease was more than 8 percent. Among the 80 main industrial products, in 52 of 
them the plan for annual increase has been completed. In passenger and freight 
traffic by railways, long-distance waterways and local transport, the annual plan 
has been more than half fulfilled. From January to May, the profits realized by 
state-run industrial enterprises, as included in the budget, exceeded those of the 
same period in 1980 by 3.7 percent, and the production cost in comparable terms 
was reduced by 1.1 percent. 


Since the beginning of this year, there has been a sustained growth in light indus- 
trial production in our province. Im the first half of the year, the ratio of light 
industrial output value to the total industrial output value of the province was 
increased from 47.1 to 51.8 percent. Of the 27 main light industrial products in- 
cluded in the provincial statistics, 18, or 66.7 percent, have shown increases 

over the same period of 1980. Production of the main machinery and power products 
and consumer goods for daily use such as bicycles, sewing machines, wrist watches, 
TV sets, radio sets, scap, ceramics, and so forth, has also increased by a fairly 
wide margin. At the same time, a number of new products, new varieties, new de- 
signs and new styles--called the "four news"--were for sale on the market. 


In the course of readjustment, heavy industry has gradually turned to serve agri- 
culture, light industry, the people's daily life and export in foreign trade, and 
the product mix has undergone a gratifying change. The production of various types 
of pipes and steel bands required in light industry increased by more than 40 per- 
cent over the same period of last year, and che production of thin steel plates 
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more than doubled. Upholding the policy of supporting light industry with heavy 
industry and maintaining heavy industry with light industry, the machinery indus- 
try has actively readjusted its orientation of service and directed its efforts 
to producing machinery and power equipment needed in the people's daily life and 
providing technical equipment for the textile industry and energy conservation. 
The scope of these activities has continued to expand along with the growing suc- 
cess. In the first half of the year, the number of varieties of light industrial 
goods and technical equipment supplied by the machinery industry to light indus- 
trial departments increased from 86 in the same period of last year to more than 
150. Furthermore, the machinery industry has also arranged for the production of 
17 complete sets of equipment required by the light, textile and food industries 
for technical transformation, including such equipment as required for producing 
sewing machine panels, carbonated water and beer, for baking bread, and for the 
recovery and utilization of discarded plastic materials. 


9411 
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NATIONAL POLICY AND ISSUES 


LEARNING FROM SHANGHAI 


HKO10324 Beijing JINGJI GUANLI [ECO JMIC MANAGEMENT] in Chinese No 7, 15 Jul 81 
pp 1-13 


[Article by Min Gan [7036 3227]: “Learning From Shanghai Is a Practical Way To 
Promote Economic Effect"—slantlines denote boldface] 


[Text] The carrying out of learning from Shanghai activities and other coastal 

areas in a planned and organized way and the transplantation of their advanced tech- 
nology and enterprise management and their good experience in reorganizing industry 
and integration into the hinterland is a most practical and effective way to tap and 
develop the potential of China's existing enterprises and promote the economic effect. 


Ours is a big country with many variants in natural and historical conditions. The 
level of economic development differs from place to place. There are not only 
industrially developed cities such as Shanghai and Tianjin but also industrially 
backward interior areas with relatively poorer lifestyles. Shanghai is China's 
biggest and oldest industrial base with the most solid foundation, complete industrial 
sectors and departments, concentrated scientific and technical force, good condi- 
tions for internal cooperation and prolonged accumulation of experience. Its level 
of production, technology, business management and economic effect are mwch higher 
than the levels of the hinterland and the national average. At presenc, the fixed 
value of Shanghia's industrial fixed assets totals about 6 percent of that of the 
state, its total industrial output value comprises one-eighth of that of the state 
and its financial revenue (including enterprises under central jurisdiction) con- 
stituted one-sixth of that of the state. The ratio between fixed assets and annual 
output value is about 1:3 for Shanghai and just 1:1 for the whole nation. The 
appreciation rate of assets in Shanghai is about 57 percent and that of the 200 
cities in the country, on an average, is only 20 percent. The annual frequency of 
turnover of floating assets of Shanghai is around 6 times while that of the state is 
3 times. The utilization rate of energy of the industrial departments of Shanghai 
is around 33 percent whereas the national average is below 30 percent. The indus- 
trial output value of Shanghai is about 30,000 yuan per workers, 1.5 times higher 
than the national average. The average per-capita GNP of Shanghai is about $1,600 
which is 6 times that of the national average level. Jiangsu Province has a rela- 
tively developed textile industry, but compared with Shanghai, it still has a long 
way to go. The fixed assets of the textile trade of Jiangsu Pivvince was 72.4 
percent of that of Shanghai in 1979, but compared with Shanghai, its output value 
was only 60 percent; the foreign exchange earnings through exporting goods was 50 
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percent that of Shanghai, its profits were 37 percent and the overall level of 
industry was 40 percent lower than Shanghai. It cam be seen that if all the indus- 
trial enterprises in the country attain Shanghai's present level, the nation's 
existing output value and rate of accumulation will double and redouble and the pace 
of our four modernizations will be greatly accelerated. 


To realize the four modernizations, it is necessary to earnestly study advanced for- 
eign technology and scientific management methods. But ours is a developing coun- 
try with a poor foundation, weak economic base and huge population. Therefore, not 
every locality and enterprise has the abilities to assimilate and digest the new 
foreign technology and management methods of the 1970's and 1980's. Viewed from the 
angle of local industry, the most effective wey is to focus the emphasis on learning 
from Shanghai (and other coastal cities). This is because Shanghai's experience 
created by assimilating and digesting advanced foreign experience, is concrete and 
practical, and tallies with China's national condition. Learning from Shanghai 
enables us to give full play to the superiorityof the socialist system, the close 
relation between the different regions and enterprises, in which the more advanced 
help the less advanced and the latter learn from the former earnestly and sin- 
cerely. Learning from Shanghai is less costly and needs no foreign exchange, so it 
is more convenient and more beneficial than learning from foreign countries. In the 
light of their own conditions, Shanghai and other coastal cities can digest, before 
others, the advanced foreign technology and scientific management methods, and then 
spread and transplant them in the hinterland. This will produce safer and quicker 
results. 


Early in 1956, in his "On the Ten Relations,” Comrade Mao Zedong specifically ex- 
pounded the matter that the coastal areas should support the hinterland. Liu Shaogi 
and Zhou Enlai also repeatedly stressed that full play should be given to the role 
of coastal areas and support should be rendered to the construction of the hinterland. 
Since the 1950's, a vast number of cadres and workers have been transferred in suc- 
cession from Shanghai and other coastal cities to strengthen the industrial con- 
struction of the hinterland. Some trades have organized technical service teams 
according to products and big economic districts to provide the hinterland with tech- 
nical assistance and carry out activities to provide experience in the hinterland. 
Over the recent past 2 years, the industrial departments of Jiangsu, Hubei, Shizhuan 
and Heilongjiang provinces further carried out the activity of learning from Shang- 
hai, centering on improving product quality, increasing the variety of product 
design, color and size and enhancing production techniques and management skills. 
This resulted in marked achievements. 


The level of production has been improved. After following the activity of “Learn- 
ing from Shanghai and reaching the targets," the textile trade of Jiangsu Province 
fulfilled in 1980 a total output value of 9.15 billion yuan, an increase of 28 
percent over 1979; produced profits of 1.1 billion yuan, a 34 percent rise, and 
earned foreign exchange of $450 million a 10 percent gain. In the past 2 years, 

13 products were awarded gold and silver medals, 46 items were graded as national 
brand-name products, 364 items as national products of fine quality, 57 items as 
provincial products of fine quality, and 413 new products and new varieties of prod- 
uct design, color and size were put into production. 








The backwardness of a number of less advanced enterprises has been ended. Since the 
end of 1979, the Wuhan No 2 Ligh Industrial Pureau has organized 96 enterprises which 
center on learning from Shanghai. They have fulfilled 29 projects, solved 66 key 
problems in production, resulting in relatively great changes in 25 enterprises out of 
the 96. Take the spokes produced by the Kinyang County bicycle spare parts plant 
for an example. The inferior spokes of the plant were overstocked and rejection of 
substandard products was so serious that plant production had to be suspended in 
1979 to rectify this matter. Through the help rendered by the comrades from Shang- 
hai, the plant overcame key technical problems and its product quality surpassed 

the standards set by the minietry concerned. Now the products of the plant not only 
are on sale throughout the country but also are being exported in large numbers. 


The business management of enterprises has been improved. The #-+bin pencil factory 
learned in earnest from the Shanghai No 1 pencil factory, and other units, exper- 
tence in business management, perfected the responsibility system, carried out the 
overall quality management and business accounting, strengthened the building of 
teams and groups, improved the methods for rewards, defined the policy of product 
diversity and developed products of fine quality and adopted the business principle 
of small profits and quick turnover. The rate of regular production has improved, 
its administrative expenses have dropped, the varieties of goods on sale on the 
domestic and foreign markets have increased. In the first 2 months of this year, 
the factory had an additional income of over 200,000 yuan. 


The staff members and workers have received training. The localities and enter- 
prises which were engaged in learning from Shanghai assigned relatively efficient 
staff members and workers to take the comrades from Shanghai as their teachers and 
learn techniques from them, and invited the comrades from Shanghai to start profes- 
sional training courses and technical lectures, and trained a group of backbone 
staff in techniques and management, thus enabling the staff members and workers to 
learn the good ideas and work style from Shanghai's working class. 


The practice shows that if the industrial departments of the hinterland learn from 
Shanghai and proceed from reality to transplant the experience of Shanghai they 
can effectively promote the development of local industry, help improve the nation- 
al economy as a whole, can more effectively raise the scientific, technical and cul- 
tural level of the whole nation and also more effectively control the growth of 
population of big cities and assist in the construction of medium-sized and small 
cities and towns. This is of great significance in improving the economic effect 
and the acceleration of the four modernizations prograz. 


According to the experience of some localities and in the light of past experience, 
in commencing to learn from the advanced, attention should be paid to the follow 
ing things; 1) “Uphold the principle of giving prominence to ideological work and 
raise the conscientiousness of study." Learning from Shanghai is not a problem 

of method, but a way to give full scope to the superiority of the socialist systen, 
to stick to the ,cinciple of self-reliance and carry out the four modernization 
program in the spirit of achieving greater, faster, better and more economic re- 
sults. Therefore, it is imperative to conduct thoroughgoing and painstaking ideo- 
logical work and rectify the following incorrect ideas: The experience of Shanghai 
is too high to attain, thus there is a lack of confidence in studying it; and its 
level of production is high and unattainable. Because their own products are 











selling well, some people feel that it is unnecessary to learn any more; some peo- 
ple are unrealistically satisfied with their own achievements in some respect; they 
are unwilling to learn because it requires too great an effort to learn from Shang- 
hai. We must learn from the experience of Shanghai conscientiously, earnestly, 
assiduously and persistently. The comrades from Shanghai who were assigned to help 
and learn from the comrades of the hinterland should stress ideological education. 
They should bring into play the spirit of socialist cooperation, advocate the 
approach of "acting as host but not as guest," manage to pass on experience in an 
earnest and sincere manner and enthusiastically solve the problems on their own 
initiative. 


2) “Adopt varied effective ways :of study in the light of the actual conditions." 
The ways of study for the time being are chiefly: first, organize economic coopera- 
tion. It is necessary to give scope to Shanghai's strong points in techniques and 
equipment and the hinterland's strong points in raw materials, factory building and 
manpower. and form various forms of economic complexes including integrated enter- 
prises, jointly-operated enterprises, branch factories and compensation trade. 
Second, establish a fixed relation of helping and learning from each other among 

the enterprises. It is necessary to link up some selected backbone enterprises 

with Shanghai enterprises of the same types and the latter should not only pass on 
techniques and experience but also ‘render assistance in’ technology, equipment, spare 
parts, informaton and data. Third, Shanghai can send complete three-in-one teams 
integrating leading cadres, technical personnel and veteran workers to help the 
enterprises of the hinterland solve the key problems in production in detail. Fourth, 
a technology. It is necessary for the both parties to sign a contract stipulating 
the coordination, requirements, time limits and methods for payment. Payment ac- 
cording to work done can be generally adopted and technical service charges and 
expenses of man-day and materials can be paid in a single or in several payments. 
They can share a certain proportion of the net profits or the profits in excess of 
the production targets of the completed joint projects. As for the activities of 
helping and learning from each other that consume little amount of work and time 

on a mutual voluntary basis, free instruction can be practiced or the group re- 
ceiving instruction can bear the wages, bonuses, subsidies, medical expenses and of- 
ficial business and traveling expenses of the helping-and-learning personnel from 
Shanghai. Fifth, invite the retired workers and technical personnel from Shanghai 
to pass on experience. Most of Shanghai's retired workers and technical personnel 
are superb in techniques, rich in experience, high in consciousness and good in 
their work style. They are valuable assets of the state. To invite them to streng- 
then the work of the hinterland can have a great effect. Sixth, send people to 
Shanghai to “learn from its experience," receive training, go on field trips and 
visiting trips and attend the training courses, on-the-spot meetings and meetings 
for exchanging experience sponsored by Shanghai. The abovementioned methods of 
"inviting in and sending out" must be carried out step by step with a definite 
emphasis. It is advisable to go to Shanghai in small numbers, and not permissible 
for people to quickly pour into Shanghai. Besides, the experience of Shanghai can 
be cx»mpiled into data and be made into films. Various localities can staci study 
classes and research classes on learning from Shanghai. 


3) //In the light of the imbalances of the development of 1: ities and enterprises, 
put the classified guidance into effect and integrate the J) al advanced experience.// 
For instance, Suzhou, Wuxi, Changzhou and Nantong which are relatively developed 
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in the textile industry in Jiangsu stressed learning from Shanghai, while Nanjing 
and Xuzhou put the stress on learning from these four cities. The products of the 
Nanjing textile trade were in the past never on the lists of public appraisal of 
product quality. After it took Changzhou and Wuxi as its examples to learn from 
and to catch up with, in 1980 three items of its products have been graded as brand- 
name products, 10 items as national products of fine quality and 53 items as provin- 
cial products of fine quality. According to the level of technical and economic 
targets, the level of quality and variety and the enterprise business management 
skills, Jiangsu Province arranged the enterprises in order of importance and urgency. 
They were classified into three categories: first, second and third. The enter- 
prises of the first category should learn from Shanghai and are required to reach 
the level of production of Shanghai in a certain period of time; those of the second 
category should learn from those of the first category, that is to say, they should 
first catch up with and surpass the advanced level of the province; and those of 

the third category should center on rectification and putting an end to the backward- 
ness of the enterprises in a limited time. Thus the activities to learn from Shang- 
hai were carried out grade by grade and step by step, and the way of "findigga sin- 
gle solution for diverse problems" was no longer adopted. This helped improve 
greatly the level of the whole trade. 


4) //Take hold of typical examples to promote the work as a whole and organize 

the activities of learning from Shanghai in a coordinated sequence.// In studying 
anything, one must have a clear target, focus on solving one or two key problems, 
and must not place undue emphasis on quantity or completeness. Instead one must 
strive for quicker results. In learning from Shanghai, the Shizhuan textile trade 
first invited Shanghai to send experienced personnel to conduct investigation and 
study to find out the real conditions, and decided to take four factories of Chong- 
qing as the key and concentrate on resolving the problems that demand a prompt solu- 
tion in developing present production, such as the quality of the fabrics of medium 
and long fibers, the quality of printing and dyeing polyester and cotton cloth, 

the techniques to straighten the finished polyester and cotton cloth and the tech- 
niques to print sheets. After that, Shanghai organized helping-and-promoting groups 
with complete composition of personnel to carry out the work in these four factories, 
with the participation of the selected personnel of the Chongqing textile trade. 
Using these four factories as the “models,” the Chongqing textile trade organized 
the enterprises concerned to carry out the activities in a coordinated sequence to 
tackle key problems from spinning, the making of grey cloth and printing to finished 
products. The promotion of the work as a whole by using typical examples and the 
integration of the four factories with other factories enabled them to spread the 
experience of Shanghai to the whole trade at a faster speed through these four fac- 
tories. 


5) //Combine the learning and transplanting of advanced experience with the recti- 
fication of enterprises.// First of all, it is imperative to further strengthen the 
building of groups which lead enterprise. Sticking to old ways, without the will- 
ingness to study and without a definite cultural and professional level, it is hard 
for the leading groups to learn things. Secondly, it is necessary to amplify the 
responsibility system, comprehensive quality management business accounting, and 
fixed quota management and set up the corresponding economic management system in 
order to help the results of study really take effect in the enterprises in terms of 
organization, system and measure. It is also necessary to vigorously train every 

















staff member and worker, enhance the scientific research, designing and trial- 
manufacturing capabilities of products and effectively improve the level of production 
techniques of the enterprises. 


6) //Enhance the organizational leadership, stress the practical results and avoid 
blindness.// In the past in launching the campaigns for learning from the advanced, 
undue emphasis was very often placed on formalism, ostentation and extravagance. 
People used to rush headlong into mass action in an unplanned way and sought a 
superficiai_ grand spectacle, disregarding the practical economic effect and wasting 
a large quantity of manpower, material resources and finances. It is essential 

to draw lessons from these acts and carry out the activities of learning from Shang- 
hai, coastal areas and the advanced in a down-to-earth manner. In accordance with 
the policy of readjustment, the various departments and localities should determine 
where they lag behind such as in economic and technical targets, enterprise busi- 
ness management, production techniques, industrial organizations and economic re= 
form, and analyze the reasons, designate the targets and work out the plans for catch- 
ing up and learning. After being balanced by the departments concerned in an over- 
all way, the plans should be carried out in a planned and organized way and step by 
step. In studying, one must have a definite aim in view and learn in order to prac- 
tice. The personnel should be comp'tete and small in number but highly capable of 
resolving practicel problems. We must not carry on any political movements, do 
anything perfunctorily, indulge in extravagance and waste or drag in logs of people, 
all of which would adversely affect production. The learning side and the helping 
side should sign a contract and after the completion of the learning and helping 
activities, the results should be checked before acceptance and implementation in 
earnest. As for Shanghai, its industrial departments concerned should make overall 
arrangements for heoping other localities. They can set up technical advisory bodies: 
and service centers to arrange in a unified way the transfer of techniques, manage- 
ment and qualified personnel to "diagnose a disease" for the enterprises of the hin- 
terland, provide them with data, transfer knowledge of techniques to thez, install 
equipment and oversee its initial operation, resolve key technical problems, im- 
prove the business management, train the technical operating personnel and start 
professional training courses. 
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NATIONAL POLICY AND ISSUES 





"JINGJI GUANLI' REPORTS ON ECONOMIC REFORM FORUM 


HK270238 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 7, 15 Jul 81 
pp 17-22 


[Article in the special collection of articles (Part II) on the reform of economic 
management systems: "Summary of the Forum on the Theoretical and Practice Aspects 
of the Reform of Economy Management System (Written on 25 April 1981") ] 


[Text] At the suggestion of the leading comrades of the State Council, the Indus- 
trial Economic Research Institute of the Chinese Academy of Social Sciences and the 
Sichuan Social Sciences Research Institute jcintly sponsored the convention of the 
“Forum on the Theoretical and Practical Aspects of the Reform of Economic Management 
Systems" in Chengdu from 16 to 25 April, 1981. The forum was attended by 351 persons, 
including workers in economic theory, practical workers in econouwic departments, 

and comrades from experimental enterprises. Some 120 theses and pieces of compiled 
information were presented during the forun. 


This forum did not aim at pure theoretical discussion. Instead, it demanded the 
linking of theory to practice, the summing up of experience in readjustment and 
reform, and the presentation of some constructive ideas for consideration by the 
leading bodies concerned. 


At the opening ceremony of the forum, Comrade Ma Hong [7456 3163] communicated the 
gist of the recent speeches of the leading comrades of the State Council as well as 
their demands on the forum, and Comrade He Haoju [0149 6787 3515], secretary of the 
Sichuan Provincial Party Committee, delivered a speech. During the forum, Comrade 
Lin Ling [2651 0407] made a special report entitled "The Situation of the Reform of 
Economic Systems in Sichuan Over the Past 2 Years, and Expectations of Future Develop- 
ments" and Comrade Jiang Yiwei [5592 0001 5517] delivered a speech to the whole 
forum entitled "The Essence of the Reform of Economic Managements Systems Is To 
Achieve Socialist Economy Democracy." At the closing ceremony, Comrade Ma Hong 
delivered a coucluding speech entitled "By Means of Readjustment and Reform, Open up 
a New Path of Developing our Country's Socialist Economy." 


This forum was convened at a time when the principle of readjustment is being imple- 
mented to a further extent. All comrades at the forum believed that if we want to 
open up a new path for our country's economy which is compatibie with our national 
condition and which can fully improve the economic results, we must rely on first, 
readjustment, and second, reform. Through readjustment, we must reduce the scale 
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of the capital construction front, economize in the use of administrative funds, 
achieve equilibrium in fiscal revenue and expenditure, and gradually rationalize 
our economic structure, organizationand systems on the bisis of economic stability. 
Therefore, it is quite necessary to conscientiously sum up practical experience and 
discuss important theoretical and practical problems. Throughout the forum, the 
principle of letting a hundred flowers blossom and a hundred schools of thought 
contend was adhered to. People freed themselves from old ideas and spoke freely. 
Integrating theory with practice, they enthusiastically discussed various issues, 
such as the aim of readjustment, the steps to be taken in readjustment, and cor- 
responding measures of reform; rectification and improvement in the course of ex- 
panding the enterprises’ decisionmaking power; the leadership system in the enterprises; 
the reorganization and intergation of enterprises; regulation by market mechanism 
= the guidance of planning; and so on. A number of constructive ideas were put 
orth. 





I. On the Aim of Readjustment and Steps To Be Taken in Readjustment 


All comrades at the forum held that at present, readjustment must be taken as the 
central task and reform must be subcrdinated to readjustment, and that nevertheless, 
this definitely does not imply that reform may come to a halt. On the contrary, many 
readjustment items cannot be divorced from reform, and moreover, many reform items 
are advantageous to readjustment. Readjustment and reform complement each other 

and must be carried out simultaneously. 


The comrades at the forum disagreed with the view that certain current economic dif- 
ficulties have been caused by reform. It is natural that there are defects in our 
reform at this stage of experimentation. The main question is whether macroeconomic 
control has been keeping pace with developments. We should strengthen macroeconomic 
control and guidance on the basis of enlivening microeconomic activity, instead of 
smothering microeconomic activity by old methods of centralized control. Following 
the beaten track is not the way out. 


All comrades at the forum agreed that the ultimate goal of readjustment and reform 

should be the rationalization of our economic structure, organization and systems, 

and that we should work out complete plans which we should implement in stages step 
by step. 


The achievement of the rationalization of these three things is expected to take 
10 years or even more. We envisage three possible stages to achieve rationalization. 


The first will be the stage of economic stabilization. The principal tasks of this 
stage will be to strictly control capital construction investment, to vigorously 
develop the production of consumer goods, to achieve budgetary equilibrium, price 
stability and economic stability, and thus to enable the people to enjoy continuous 
improvements in livelihood under the condition that the current income level can be 
maintained. This stage will last about 2 years. The second will be the stage of 
coordinating the proportions of agriculture, light industry and heavy industry. 

In this stage, the key task will be to further readjust the proportions of agricul- 
ture, light industry and heavy industry, so that the relationship between the two 
major categories of social production will be basically well coordinated, and so 
that continuous improvements in the livelihood of the people in urban and rural 
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areas, as well as increases in the income of those workers receiving low wages, 
will be ensured. This stage will last approximately 3 years. The third will be 
the stage of the preliminary rationalization of our economic structure. At this 
stage, the key tasks will be to solve the problem of backwardness in basic facili- 
ties such as energy resources, transport, postal services, telecommunications, and 
so on; to establish relatively well coordinated relations between industry and agri- 
culture, among various sectors of industry, among various sectors of agriculture 
and between industry and the infrastructure; and thus to make possible, marked 
improvements in economic benefits, relatively rapid growth in the people's income, 
and relatively great improvement in the people's livelihood. We will strive to 
achieve, at this stage, a rate of growth in the urban and rural residents; average 
level of consumption that will aprzoach the rate attained during the first 5-year 
plan period. This stage will lasc approximately 5 years. 


The majority of the comrades believe it is possible that with the accomplishment of 
the tasks of the second stage, the grave disproportion in the major national eco- 
nomic relations will be overcome, the potential dangers will be eliminated, and 

the readjustment period that we now talk of will come to an end. However, by that 
tine, the tasks of rationalizing our economic structure will not have been completely 
accomplished. Even after the accomplishment of the tasks of the third stage, we 
will have to continuously readjust our economic structure in the light of the do- 
mestic and foreign economic situations of that time, and in the light of changes in 
social needs and technological conditions of production. 


II. On Expanding the Enterprises’ Decisionmaking Power and on the Correct Handling 
of the Distribution of Benefits Among the State, the Enterprise and the Worker 


The comrades at the forum enthusiastically discussed the issue of expanding the 
enterprises’ decisionmaking power. They all held that, with regard to the reform 
of systems over the past 2 years, which has been based on expanding the enterprises’ 
decisionmaking power, it orientation has been correct, its development has been 
healthy, and its results have been marked. The experiences of Sichuan, Shanghai 
and other localities have played a beneficial role in promoting the reform. The 
current problem is how to carry out further rectification and improvement on the 
basis of our experience. 





The comrades at the forum held that in order to perfect the experimental methods, 
it is of key importance to correctly handle the economic relationships between the 
state, the enterprise and the individual worker. Various forms of distribution of 
profits have their own advantages and shortcomings. Different methods should be 
adopted by different enterprises. It will be wrong for "all people in the country 
to wear shoes of the same size." The majority of the comrades held that if the 
ratio is appropriately set, it will be rather rational todivide the whole profit 
between the state and the enterprise, so that both the state and the enterprise 
will obtain a larger revenue or income when the profit is larger, and vice versa, 
just as "a boat goes up at high tide and goes down at low tide." 


During the discussion, there were different views on how to determine a reasonable 
proportion of retained profits. There was a general view that we need to further 
study both the macroeconomic and microeconomic aspects, and we must both ensure 

the state's fiscal revenue and consider the enthusiasm of the enterprise. In view 
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of the practical experience in expanding the enterprises’ decisionmaking power, 
under present conditions, the average proportion of profits retained by the enter- 
prises should not be lower than 10 percent, but also must not be too high. More- 
over, different proportions should be applicable to different trades or enterprises. 


In distributing profits between the state and enterprises, should we take a trade, 

or should we take a company, as the basis for unified distribution? It was gen- 
erally held that, judging from practical experience, each of these two methods has 

its own advantages and shortcomings, and we cannot say in general which one is better. 


The nature of retained funds is an important theoretical and also practical issue 
brought up during the discussion. Many comrades held that we must not regard the 
enterprises’ retained funds as belonging solely to the enterprises. The funds 

should be categorized, according to their nature, into funds “owned by the whole peo- 
ple and at the disposal of the enterprise," and funds "owned by the enterprise and 

at the disposal of the enterprise." These two categories of funds should be 

handled according to different principles. 





Considering the nature of bonuses and the criteria governing their distribution, it 
was generally held that when the state distributes bonuses to the enterprise, or 
when the enterprise is distributing bonuses to the individual, the distributor must 
implement the principle of distribution according to work done. It is desirable 

to rename reward funds as extra-dividends funds,because the latter reflects the 
fruits of the enterprise's subjective efforts in collective production and operations. 
Employing various methods, such as calculating bonuses on the basis of recorded 
workpoints, fixing bonuses for fulfilling tasks undertaken, distributing bonuses on 
a collective basis, or other methods which are closely integrated with comprehensive 
economic accounting, the enterprise should distribute bonuses to smaller collectives 
and individuals according to the magnitude of contribution in the overall effort. 


It is a general view that appropriate state control over bonuses is necessary, but 

the present methods of control are not rational. The majority of the comrades thought 
that bonuses should be linked tc profits. We may set a ceiling, and then fix the 
increase in bonuses in relation to the growth in profits. For example, a bonus 

may increase by a fixed absolute amount with a given percentage increase in profits. 
Alternatively, we may prescribe various levels of bonuses in relation to the 
necessary and expected profit figures in the plans, and so on. 


All comrades at the forum held that in order to consolidate the positive results 

of expanding the enterprises’ decisionmaking power, during the period of readjust- 
ment, we should sum up our experience, do a good job of carrying out the synchro- 
nized and complementary reform, and lead the superstructure to becoming compatible 
with the needs of the development of the economic base, instead of, on the contrary, 
adopting the method of "recalling power" or reverting back to the beaten track. 

To do a good job of carrying out the synchronized and complementary reform. We 
should solve three problems at present: first, we must define rational limits 

for the experimental enterprises’ power over human, financial and material 

resources and over production, supply and marketing; second, we must gradually re- 
solve the contradictions between the present systems and the expansion of power; 
third, we must solve the problem of the subordination of numerous higher authorities. 
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We must strengthen macroeconomic control and guidance on the basis of enlivening 
microeconomic activity. However, the policies, stipulations and methods that we 
hope to formulate must be based on hearing the opinions from an extensive range of 
different quarters and having a thorough grasp of the situation, and must be 
thoroughly studied, discussed and considered before they are made known to the lower 
levels. Once they have been decided upon, they must not be modified frequently, and 
must be implemented by all departments concerned, which must not do things in their 


own ways. 


III. On Paying Taxes Instead of Turning Over Profits to the State, and on Assuming 
Sole Responsibility for Profits and Losses 


Theorists have two different views on whether the enterprises under the ownership 

of the whole people should assume sole responsibility for their own profits and 
losses. The majority of the comrades at the forum held that it is necessary and 
also possible for our country's socialist state enterprises to assume sole responsi- 
bility for their profits and losses or to practice the responsibility systems for 
profits and losses. To do so will be in line with the orientation of development 

in expanding the enterprises’ decisionmaking power, putting an end to the system of 
centralized collection of revenue and centralized spending, solving the problem of 
inequity among the enterprises with regard to material benefits, and reforming our 
economic systems. The reasons are: first, at the present stage, the socialist 
economy of our country is a commodity economy subject to planning, and the enterprises 
are relatively independent producers of commodities. Therefore, the enterprises 
should follow the principle of operations and management that applies to all commodity 
economies, that is, the principle of assuming sole responsibility for their profits 
and losses. Second, with the assuming of sole responsibility for profits and 

loses, the achievements of the enterprises in production and operations will be more 
closely integrated with their staff and workers’ economic interests; the enterprises’ 
powers, responsibility. Economic results and interests will be more satisfactorily 
integrated; and the enterprises will have internal motivation and will be subjected 
to external pressure, so that the enthusiasm in production by the enterprises 

and their staff and workers will be more satisfactorily mobilized. Third, the prac- 
tice of experimentation in various localities has also testified that the overall 
results of assuming sole responsibility for profits and losses are good. Of course, 
the specific methods of implementation need to be perfected. 


Some groups discussed the adoption of different methods of operations and manage- 
ment by different types of enterprises. It was generally agreed that the numerous 
small enterprises which mainly depend on manual labor should change over to assuming 
sole responsibility for profits and losses as soon as possible. However, there 
were different views on certain ideas and theoretical bases. It was argued that 

it is not scientific to categorize the enterprises on the basis of two factors only, 
namely, the human factor and the material factor. It was also generally held that 
for those enterprises with a flexible funding structure or with a high technological 
standard, it was equally necessary for their operations and management to be well 
performed and for the enthusiasm of them and their staff and workers to be fully 
mobilized; otherwise, the economic results would still be poor. Some comrades be- 
lieved the first type of enterprises (namely, those with a flexible funding structure) 
can just practice “collective assumption of responsibility for profits and losses." 
The consensus was that this will inevitably lead us back to the beaten track we 
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followed before the reform of our systems, and will lead to the recurrence of old 
problems. Practice has proved that by adopting the method of “collective assumption 
of responsibility for profits and losses," we will not attain the goal of mobilizing 
the enthusiasm of the enterprises and of their staff and workers. 


Considering the issue of substituting taxes for profits, all comrades held that it 

is an objective requirement of, and also an inevitable trend in, the development of 
our reform of economic systems, to require the state enterprises to pay taxes ac- 
cording to unified methods instead of turning over profits to the state, and to assume 
sole responsibility for profits and losses, when the reform of economic management 
systems continues to develop in depth. Substituting taxes for profits is not merely 
a change in the method of turning over profits to the state, but amounts to an import- 
ant reform in the relationship between the state and the enterprise in the distri- 
bution of benefits, and is an important measure by which the state manages the eco- 
nomy by economic means. By substituting taxes for profits, not only will we be able 
to change the enterprise into a really dynamic economic entity, but also will be 

able to relatively thoroughly free the enterprise from the fetters of the financial 
system of "centralized collection of revenue and centralized spending." Moreover, 
this measure will also be conducive to removing the boundaries between various de- 
partments or localities, and it will thus help promote economic integration and re- 
organization. 


Under the condition of socialism, taxation is not merely a means by which the state 
accumulates funds, but it also plays the role of regulating social production. At 
present since major changes in commodity prices are impossible, to appropriately put 
an end to the inequity among the enterprises in matters of material benefits, and 

to launch emulation drives and competition with all parties concerned being placed 

on the same starting line as far as possible, we must pay special attention to bring- 
ing the role of taxation as an economic lever into play. This constitutes an import- 
ant task in the reform of economic management systems. In the past, because we did 
not acknowledge the socialist economy as a commodity economy subject to planning, 

nor did we acknowledge the actually existing differences in interests among the en- 
terprises as relatively independent producers of commodities, we neglected the 
regulatory role of taxation. Thus, in various past reforms of the taxation system, 
we simply emphasized simplication, so that the types of taxes continued to decrease 
in number, and the role of taxation continued to diminish. 


The comrades at the forum discussed the questions of types of taxes and tax rates, 
and had put forth some specific views. There were various views on the present 
stipulations governing the income-regulation tax. It was thought that the main 
problem with such stipulations is that they do not embody the distinguishing of 
subjective factors from objective ones, and they cause all the enterprises’ addi- 
tional income to be transferred to the state, so that the enthusiasm of the enter- 
prises in improving management and operations is dampened. 


IV. On Reforming the Leadership System Practiced Within the Enterprises 


The representatives at the forum enthusiastically and seriously discussed the 
“recommendations on the experimental reform of the system of leadership in state 
enterprises" (draft--opions on which are invited). It was generally held that the 
"recommendations" are practicable and relatively compatible with the real situation. 
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It was hoped that they can be communicated to the lower levels as soon as possible, 
and can be further amended and perfected with practice. Some specific proposals on 
amending the “recommendations” were put forth. 


Among the questions concerning the experiments in reform, the question of leader- 
ship of the party committee over the enterprise has been the most controversial one, 
and the one on which differences in views have been greatest. The representatives 
at the forum discussed this question in relatively great depth, and analyzed the 
cause of the problem in the ideology and understanding of many comrades, who have 
been unable to get their thinking about reforming the system of leadership over the 
enterprises straightened out. The consensus was that the aim of reforming the sys- 
tem of leadership over the enterprises and effecting division of labor among the 
state, the government and the enterprise is definitely not to weaken party leader- 
ship, but is precisely to strengthen and improve party leadership over the enter- 
prises. However, to ensure the improvement and strengthening of the leadership 

of the party committee over the enterprise, we must clearly understand the several 
questions discussed below. 


First, we must clearly understand the status and role of the party committee of 

the enterprise. The party committee is a grassroots organization of the CCP in the 
enterprise, and is the core of ideological and political leadership over the enter- 
prise. By means of persuasion, education, enlightenment and various other democratic 
methods, the party committee of the enterprise must exercise ideological and polit- 
ical leadership as well as supervision over the administrative bodies of the enter- 
prise, the staff and workers’ congresses, the trade union, the Communist Youth 

League and the whole staff. It must thus ensure the implementation of the party's 
line, principles and policies in the enterprise and also the fulfillment of various 
economic tasks. 


All comrades thought that it is very important to clearly understand this point. 

With the accomplishment of the reform, the party committee will be unable to exercise 
direct command over production and -“sinistrative work or to issue orders according- 
ly, and will not have the power to decide on or veto the work of the staff and 
workers’ congresses. Nevertheless, as an entity, the enterprise will certainly need 
to have a core to unify everything. This core can only be the party committee of 

the enterprise. Moreover, only the party committee will be able to play this role. 
Without it, it will be impossible to have unified thinking and actions in the enter- 
prise. 


Some time ago, precisely because, in envisaging the reform, we did not explain this 
point clearly or prominently, and because we merely emphasized the party committee's 
role in ensuring the realization of things desired and its role in supervision, many 
comrades have not got their thinking straightened out. 


Second, we must clearly understand the tasks of the party committee within the 
enterprise. The principal task of the party committee is to ensure the implementa- 
tion of the party's line, principles and policies in the enterprise. Therefore, it 
must conscientiously do a good job of building the party ideologically and organiza- 
tionally, and fully bring its role as the core of political leadership into play. 
Taking production as the central goal, it must do a good job in ideological and 
political work, raise the staff and workers’ political consciousness, and enhance 
their sense of responsibility in regard to their roles as the masters. It must 
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help fully bring the role of the staff and workers’ congresses into play, and must 
give support to, and exercise leadership over, the mass of staff and workers, in their 
endeavor of correctly exercising their rights as the masters, managing the enterprise 
well and correctly handling the relations of economic interests among the three 
parties: the state, the enterprise and the individual. It must support the factory 
director so that he will be able to effectively exercise command over production 
techniques, management and operations. It must teach the party members and cadres 

to take the lead in implementing, the factory director's directives. It must teach 
the masses to consciously abide by factory rules and regulations, and to subordinate 
themselves to the factory director's command. The party committee must thus play 

its role as the core of ideological and political leadership. It must also coordinate 
the relationships between the administrative bodies of the enterprise, the staff 

and workers’ congresses, the trade union, the communist youth leagues and so on. 

It must ensure that the whole factory works satisfactorily and in unison. 


Third, the party committee must alter its methods of work. It must change over from 
direct administrative leadership to ideological and political leadership. 


V. On Industrial Reorganization and the Integration of Enterprises 


All comrades at the forum held that it is an important task in the current readjust- 
ment and reform to do a good job of reorganizing industry and integrating ernter- 
prises according to objective economic laws and the principle of coordination among 
specialized units. 


The forum emphatically discussed the following few questions. 


What path of industrial reorganization and integration should be taken? The com 
rades at the forum summed up the lessons of the experience over the past 2 years, 
and held that we should integrate from-bottom-to-top consultations with the re- 
quisite administrative leadership, according to the principle of democratic central- 
ism, and adhere to the practice of voluntary action and mutual benefit. Especially 
at present, when the departments and localities are so severely separated that in- 
dustrial reorganization and integration are seriously hampered, it is even more 
essential to rely on administrative power to break the boundaries among departments 
and localities, and thus to pave the way for reorganization and integration. 


In integrating enterprises, we should adopt many forms, proceed from the reality, 
and proceed from looser integration to closer integration. We must not rely on a 
single method, or categorize things sweepingly according to some simplistic cri- 
teria. Existing administrative companies should gradually change to become conm- 
panies which are enterprising in nature. We must continue to fully exploit the 
role of those specialized companies which can help promote reorganization and inte- 
gration. We should resolutely straighten out those companies which are "as lacking 
in vitability as an old grandmother." 


All comrades at the forum believed that “substituting taxes for profits" is an 
effective measure to break the boundaries among departments or localities and to 
promote reorganization and integration. They proposed expanding the scope of ex- 
perimentation and applying this measure to companies which extend over a number 
of departments or localities. Moreover, we must solve the problem of double 
taxation imposed on factories which practice cooperation, and we must introduce 
the added value tax on a trial basis as soon as possible. 
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At the forum, the comrades enthusiastically discussed the question of the setting 
up of trade organizations by production units of the same trade. The general view 
was that such trade organizations may be called trade associations. Each of then 
will be a democratic consultative agency, to be voluntarily organized by production 
units of the same trade, and to coordinate the development of the trade. Such a 
trade association will differ from a government administrative body, and it will 
have powers of coordinating its members and imposing constraints on them. It will 
mot be an economic entity, but it will have definite economic functions. To manage 
the enterprises by means of the trade association is a reflection of socialist 
economic democracy. The trade association will be able to serve as a bridge between 
the enterprises and the government or a means of linking various enterprises. it 
will help us to break up the boundaries between departments or localities, to more 
satisfactorily promote reorganization and integration, to improve the degree of 
socialization of economic activity, and to enable the enterprises to organize ther 
selves into networks according to objective laws. At the forum, the functions, 
organizational forms and methods of organization of the trade association were also 
studied specifically. 


The forum also discussed the question of setting up economic centers. It was gener- 
ally held that historically, the development of certain cities (or * wns) into eco- 

nomic centers of certain regions was a reflection of objective laws of economic de- 

velopment. Brirgingthe role of economic centers into play will be an important con- 
dition for promoting reorganization, integration and economic development. 


The comrades at the forum held that the concept of large and medium-sized cities 

is not identical to the concept of economic centers. Economic centers must neces- 
sarily be formed in certain large or medium-sized cities. To establish and develop 
economic centers, we must presently assign the requisite powers to large cities. 
However, an economic center differs from a large or medium-sized city in that it is 
an economic organization instead of an administrative one. It should be a body in 
a large city, composed of various trade organizations. Under government leadership, 








it will coordinate the relationships between one trade and another, and it will handle 


problems common to all trades. At present, we should empower the governments of 
large cities to formulate overall plans for reorganization and integration, to 
promote the integration of enterprises, and to support the establishment of trade 
organiaations. When reorganization and integration have reached a certain scale, 
organizations of the nature of economic centers should be formed democratically. 


The comrades at the forum held that, considering industrial organization, the signs 
of the rationalization of economic organizations include the following. i. The 
government and the enterprise will be gradually separated, so that the enterprise 
will no longer be directly linked to the government departments concerned and the 
local government. Thus it will become a relatively independent producer of commo- 
dities. 2. The enterprises will be organized into various economic conglomerates 
according to the principles of economic rationality and coordination among spe- 
cialized units. 3. Trade organizations will be established, and entire trades will 
be subjected to democratic management will transcend trades or localities. 5. The 
government will strengthen its management and control of macroeconomic activity 

on the basis of economic democracy. 
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VI. Om the Plamned Economy and Regulation by Marked Mechanis= 


The leading comrades of the CCP Central Committee have recently pointed out that we 
must study how to define some limits on the planned economy and regulation by market 
mechanism. The comrades at the forum held that it is a very important probles. 

It is a specific embodiment cof the problem of fully bringing the role of the market 


into play under the guidance of planning. 


What amo-nts to regulation by planning mechanism? What amounts to regulation by 

marke mechanism? What relations exist beteen these two types of regulation? Views 

on these questions differ greatly among the theorists. The views expressed at this 
es also differed. Therefore, there have been different views on how to define 
imits. 


All comrades at the forum thought that w‘th the implementation of regulation by 
market mechanism on a partial basis over .ie past 2 years, the integration of pro- 
duction with needs has been strengthened, competition has been launched, the improve- 
ment in running and managing the enterprises has been promoted, and the channels of 
circulation have been extended. Thus, implementing regulation by market mechanis= 
has been very effective in enlivening the national economy and helping to readjust 
the production structure. Great success has been achieved and must be fully af- 
firmed. However, many problems have also occurred because macroeconomic control, 
the management of the market, and so on, which have not kept pace with develop- 
ments. 


Many comrades thought that a socialist economy is a planned economy, snd the role 
of the market can just be a supplement to the planned economy. The concept of 
“regulation by planning mechanism" is not precise enough. The probiem is to 
strengthen “macroeconomic control.” To achieve this, we must take a variety of 
measures, including guidance by weans of plans, guidance by providing economic in- 
formation, the use of economic levers, supervision through economic legislation, 
carrying out administrative management as necessary, and so on. 


There were also some comrades who thought that planning, by its nature, can play 
merely a guiding role. Theoretically speaking, it is wrong to divide plans into 
“guiding” plans and “directive” ones. At present, the so-called “directive plans” 
actually refer to direct state control over the production of certain products 

and over certain construction projects. Therefore, some comrades thought that in- 
stead of having “directive” production plans, it is better for us to have the state 
ordering goods. Moreover, because the plans formulated by the state include the 
ordering of goods by the state and also forecasts goods which are not ordered by 
the state, therefore, the plans as a whole essentially provide guidance, but the 
stipulations concerning the ordering of goods come in the form of directives. 
However, the ordering of goods by the state amounts to an economic act, in which 
both the state and the enterprise have their own rights and obligations. This 
economic act differs from “directive planning,” which involves merely the assigning 
of targets to lower levels, and which implies that the state enjoys rights without 
having to shoulder economic responsibility. 


The so-called regulation by planning mechanism essentially refers to direct state 
control over the production and circulation of products. It is a general view that 
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the extent of control (that is, the question of defining limits) should be deter- 
mined in the light of the following factors. 


1. The extent of the market for the product: there must be greeter control cver 
products to be sold on a nationwide scale, whereas there may be less control or 
no control over products that are produced and sold locally. 


2. The status and role of the product in the national economy: major products that 
are important to the national economy and to the people's livelihood sust be sub- 
jected to stricter control or must be solely purchased, marketed and allocated by 
the state in a centralized manner. 


3. The situation of the demand fur and supply of the product: there must be greater 
control on important products which are in short supply. 


4. The situation of ownership of the means of production: 


5. The scale of the enterprise: there sust be greater control over large 
enterprises and less control over medium-sized and small ones. 


To effect the control that we have mentioned, we may adopt the form of the order- 

ing of goods. For some products, the state may place orders and purchase then 
monopolistically according to plen, without purchasing the ovtput in excess of planned 
targets. For some other products, the output in excess of plauned targets must 

also go to the state, but the prices of this extra output my be appropriately 

raised as a form of encouragement. For a third category of products, the state 

will not place orders for them, and the enterprises will have to seek on their own 
ways to sell them. The production of such products will be regulated by market 
mechanism. On the other hand, a portion of those goods ordered by the state may 

also be offered for sale on the market, by the state, in a planned way. 


CSO: 4006/476 
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NATIONAL POLICY AND ISSUES 


TRUST, INVESTMENT COOPERATIONS 
OW171110 Beijing XINHUA Domestic Service in Chinese 0258 GMT 17 Aug 81 


[Text] Beijing, 17 Aug (XINHUA)--Since implementing an economic open-door policy, 
our country has achieved initial results in opening avenues of economic cooperation 
and technical exchange with other countries and making full use of foreign capital. 
Following the establishment of the China International Trust and Investment 
Cooperation, 16 provinces and municipalities have successively set up trust and 
investment cooperations or have restored overseas Chinese investment cooperations. 


It has been learned that since their establishment or restoration, these coopera- 
tions have been engaged in business in the following aspects: 


Organizing joint ventures using Chinese and foreign investment and cooperative 
enterprises: According to incomplete statistics, eight earlier-established trust 
and investment cooperations, which have been commissioned by foreign companies to 
maintain contact with enterprises at home for them, have helped to set up nine 
joint ventures using Chinese and foreign investment and 45 enterprises run through 
cooperation between Chinese and foreigners in the past 2 years. In accordance with 
the terms of their contract, these joint ventures and cooperative enterprises have 
a total investment of $158.23 million. The China International Trust and Investment 
Cooperation has invested more than $7 million in the molybdenum ore concentrate, 
phosphate ore and graphite electrode projects, achieving relatively good results. 
For example, plans called for the suspension of the construction of the Xiaosigou 
molybdenum mine. However, with investment by the cooperation, this mine has resumed 
production and has exported more than 500 dun of molybdenum ore concentrate in the 
past year, thus turning losses into profits. The passenger and freight ships 
jointly operated by the Fujian Investment Enterprise Cooperation and Hong Kong 
businessmen between Xiamen and Hong Kong shipped over 140,000 dun of exports, more 
than 130,000 dun of commodities for domestic markets and over 45,000 passengers 

in 1980, earning more than $8 million. After paying loan interest, they netted 

a profit of 1.88 million yuan. 


Extensively organizing compensation trade and the processing of raw materials and 
assembling of parts provided, the Zhejiang Overseas Chinese Investment Cooperation 
has arranged compensation trade for the Hangzhou No 2 cotton mill with Hong Kong 
businessmen who have invested 3 million yuan in the mill. As a result, this mill 
has increased not only its foreign exchange earnings but also the number of workers 
by 1,109. The Guangdong Provincial Overseas Chinese Enterprise Cooperation has 
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organized 10 projects for processing raw materials and assembling parts provided 
and for compensation trade, which have absorbed more than $16 million of foreign 
capital and have provided jobs for 2,700 workers. 


Raising funds abroad in various ways to be invested in domestic construction 
projects: According to the statistics compiled by eight cooperations, they have 
obtained long- and intermediate-term loans from foreign banks and have absorbed 
deposits from overseas Chinese and compatriots in Hong Kong and Macao in the past 
2 years, totaling about $108.25 million. In obtaining foreign funds on the 
principles of “obtaining foreign funds according to their payment ability and 
making appropriate use of them," these cooperations have been paying back such 
funds and making full use of them. The Tianjin International Trust and Investment 
Cooperation has raised $2.5 million and 8.5 million yuam for the Tianjin medium 
plate plant. This has made it possible for the plant to replace its rolling mills 
and auxiliary equipment and to rebuild its factory buildings. As a result, its 
annual output of steel plates has gone up by 70,000 dun, its specifications of 
copper plates have increased from a little over 30 to 120 and the quality of its 
products has reached export standards. 


In addition, these cooperations, entrusted by domestic and foreign customers, 
provide them with business information and counseling. 


CSO: 4006/475 
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ECONOMIC PLANNING 


BRIEFS 


ECONOMIC LAW RESEARCH CENTER-—Beijing, 7 Aug (XINHUA)-—-According to the Zhongguo 
Fazhi Bao [China Legal System News], the Economic Laws and Regulations Research 
Center was recently established in Beijing. The center is a research and advisory 
organization under the leadership of the State Council. The main tasks of the 
center are: (1) to study the plan and steps for instituting and revising economic 
laws and regulations, research important theoretical and practical questions and 
make proposals to the State Council; (2) to organize, guide and coordinate with 
departments concerned to draft economic laws and regulations; (3) to study important 
economic laws and regulations handed down by the State Council and make suggestions 
for revision; (4) to hold periodic discussion meetings. [Summary] [0W200205 
Beijing XINHUA Domestic Service in Chinese 1436 GMT 7 Aug 81] 


LIAONING ECONOMIC RESEARCH CENTER--The Liaoning Provincial CCP Committee and the 
Provincial People's Government decided to establish a provincial economic research 
center to strengthen the socialist economic research and promote the readjustment 
of the national economy. This center is an advisory body subordinate to the 
Provincial CCP Committee. Zhu Chuan, Standing Committee member of the Provincial 
CCP Committee, is appointed as its director and (Yu Ran), (Zhang Lu) and (Xiao 
Meng) as deputy directors. [SK241245 Shenyang Liaoning Provincial Service in 
Mandarin 1100 GMT 22 Aug 81] 


JILIN RESPONSIBILITY SYSTEMS--The Jilin provincial conference to exchange experiences 
in economic responsibility systems instituted at industrial and communications 
enterprises was held in Siping Municipality from 13 to 17 August. The conference 
noted that although profit-sharing and other economic responsibility systems has 
been extensively promoted at industrial and communications enterprises throughout 
the province, further improvement is needed. The conference urged efforts to fully 
understand the importance and necessity of the systems, continue to improve enter- 
prise management and implement financial and economic discipline. Yu Ke, secretary 
of the Provincial CCP Committee and provincial governor, and Dong Xin, deputy 
provincial governor, attended the conference. (Li Dongpu), deputy director of 

the Provincial Economic Commission, spoke on current industrial production. 
[Changchun Jilin Provincial Service in Mandarin 2200 GMT 17 Aug 81] 
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FINANCE AND BANKING 





*JIANGJI GUANLI' ON BANKING REFORM 


—y ee) Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 5, 15 May 81 
pp )5- 


[Article by Li Shourong [2621 1343 2837]: "Reform the Banking System Actively and 
Steadily"—note passages within slantlines denote boldface type] 


[Text] In the eight-character principle of readjusting, reforming, rectifying and 
improving being implemented at present, readjustment is the key link. However, 
readjustment and reform are mutually beneficial, as successful reform facilitates 
the work of readjustment. Reform of the banking system is an important part of the 
reform of the economic management system as a whole. An active and steady reform 
of the present bank management system by earnestly summing up past experience and 
lessons as well as by strengthening our investigation and research work for the 
purpose of giving it full play in regulating the economy undoubtedly is beneficial 
to economic readjustment as a whole. 


(I) 


Our present bank management system, by and large, was indiscriminately copied from 
that of the Soviet Union in the 1950's due to our lack of experience (the Soviet 
Union has long since reformed this system). Another part of our bank management 
system has been inherited from our banking experiences during the revolutionary war 
days. This system has made a certain contribution to our economic construction. 
However, during the 30 years after liberation, this system has not been touched 

by any reforms indispensable in the light of the specific conditions of our social- 
ist construction and the principle of bank management by economic methods. As a 
result, many problems have accumulated. With the development of socialised large- 
scale production and a commodity economy, the shortcomings and drawbacks of this 
system have been all the more exposed. The following are the main manifestations: 
too much application of administrative methods, no application of management along 
the lines of an enterprise employing economic methods for banking, inadequate at- 
tention paid to economic efficiency, indistinct economic responsibilities for banks 
at various levels, the lack of economic motivation to do the work well in banks 

at the basic level, and inflexibility of the performance of the banks. To be more 
concrete, the following points may be summarized: 


1. The operation of the banking business was limited to a narrow scope. For a 
long time in the past, banks were allowed to make only a part of the circulation 
fund loans to the industrial and commercial enterprises. Generally speaking, no 
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operation was allowed in the field of medium and short-term loans for equipment, loans 
for tapping potential, renovating and restructuring on the part of the old enterprises 
as well as loans to collective economic units and private individual households. 
Thus, the activity, the scope and the function of bank credit were very much limited, 
and it was impossible for the banks to play a fuller role even if they wished to. 


2. The lack of flexibility in the extending of credit funds. All credit funds 
were collected and extended in a unified way by the head office. Banks at the basic 
level were not allowed to make more loans, even if they received more deposits. 
Credit funds of all sorts were controlled too rigidly and too little room was left 
for flexible adjustments. This was unfavorable to providing flexibility to bank 
operations. 


3. The operation and management of the banks were gauged to a unified accounting 
system of the nation as a whole. This meant “eating out of a big pot." There was 
a lack of motivation to improve the standard of management and to pay attention to 
economic efficiency, which hampered the initiative of the masses of cadres to furth- 
er expand banking operations. 


4. The banks lacked independent authority to carry on banking operations. The banks 
very often were unable to make their own decisions in respect to making loans, many 
of which were decided by the local party and administrative authorities. The banks 
lacked adequate leeway to discriminate in order to select and support the better 
borrowers for their loans as well as to make their own terms of credit. Many loans 
were not redeemed in full at maturity. Consequently, the economic results »f bank 
credit were rather poor. 


Therefore, it is necessary to carry out the needed reforms in our bank management 
system in accordance with the general requirements of the economic management re- 
forms of our country. 


(IT) 


Since the 3d plenary session of the llth CCP Central Committee, preliminary re- 
forms have been made in our bank management system in the light of the principle 
of readjusting, reforming, rectifying and improving. The main reforms have been 
as follows: 


1. A breakthrough has been made in the limitation of extending loans in the field 
of circulation funds only, thus expanding the scope of credit. In order to give 
vigorous support to the old enterprises in tapping potential, renovating and re- 
structuring as well as to promote the development of the light and textile industries 
and to expand production capacity, the banks have made a certain number of medium 
and short-term loans in equipment financing, and in special projects financing 
light and textile industries. In many localities, banks have made appropriate 
loans in support of the cultural, research, tourism and service sectors as well as 
to certain urban collective unite and private individual households which have the 
ability to repay and whose activities are in conformity with the state regulations. 
In some large and medium cities, banks have also tried trust and investment busi- 
ness. Besides, a certain amount of commercial credit was extended in a conditional 
and limited way. To a certain extent, this was helpful in enlivening the economy. 
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2. <A preliminary change has been made regarding the unified collection and alloca- 
tion of credit funds. Im its place has been put into effect the credit management 
system of “unified planning, management by levels, linkage of deposits and loans, 
and the control of disparity. Within the allowed range of disparity, more loans 
can be made. This motivates the initiative of banks at all levels to raise more 
funds. 


3. All loans that are overdue and those related to overstocking of supplies in ex- 
cess of the stipulated reserves as well as those relating to financial expenses of 
all kinds are to be penalized by scaled-up interest payments inorder to encourage 
the enterprises to economize on the use of funds and to make ~-tive use of the sup- 
plies and funds. 


4. The domestic insurance work has been restored step by step. Domestic insurance 
business of every kind with property insurance of the enterprises as the mainstay 
has been initiated giving play to the superiority of the system of employing insur- 
ance to provide economic compensation. 


5. Specialized banks (all directly subordinated to the State Council) are put into 
operation. Among them, the Chinese Agricultural Bank has been restored and the 
State General Administration of Exchange Control (the Bank of China) has been estab- 
lished. Consequently, rural financial work and foreign exchange management work as 
well as other work has been strengthened and developed. 





As indicated by practice, these reforms are necessary and correct. They have yielded 
evident results in engineering the economy and motivating our readjustment work. 
However, all this is only preliminary. In order to give fuller play to banks, 
reform is to be continued gradually in regard to bank management. 


First, the scope of the banking business is to be expanded in order to fully uti- 
lize credit to raise and allocate funds.// [First set slantlines missing] 


From now on, with reforms of the economic system, on the question of systems of 
ownership, it is not only necessary to develop the system of ownership by the whole 
people that predominates in our economy, but also the collective economy as well 
as an appropriate amount of individual economy, allowing the coexistence of diver- 
sified economic elements. On the problem of the limitations of economic management 
power, the local authorities and enterprises should appropriately be given more 
autonomy. Enterprises, to a certain degree, will have their own say in respect 

to personnel, finance and assets as well as production, supply and sales. In regard 
to profits, the enterprises operate on a sharing basis. As a consequence, the in- 
‘flow and allocation of profits of enterprises will not be totally controlled by the 
purse strings of public finance by way of unified revenue and expenditure. The 
local authorities and enterprises will have more and more funds and they want to 
make use of the funds. Then, who is responsible for organizing and distributing 
this part of the social funds. This task very naturally falls on the shoulders of 
the banks. It is much more flexible, and the economic effect is much betters, to 
adopt the form of bank credit on a compensation basis relying on economic measures 
in comparison with the form of financial appropriates that are ,<atutions. The 
reform of the banking system comprises reliance on bank credit to provide funds 

for all the circulation capital of the enterprises, for tie needs of the old 
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enterprises in tapping potential, renovating and restructuring as well as the medium 
and small-scale capital investments appropriated from budgetary expenses that can 

be recoveredin a short time. The government financial authorities will be mainly 
responsible for strategic investment, the appropriations for state defense, admin- 
istrative expenses, large-scale energy and transportation facilities, geological 
exploration as well as other major construction programs. In this manner, it is 
possible to overcome the disadvantage of providing funds through gratuitous govern- 
ment appropriations for the needs of all expanded reproduction and those for the 
majority of simple reproduction. This is beneficial to providing solutions to dis- 
putes among certain departments contending for projects and investment without due 
attention to economic effect, giving rise to great loss and waste of funds. This also 
alleviates the burden of government finance. At present, our government finance is 
under heavy loads. The final outcome can only be the appearance of deficist, fol- 
lowed by overdrafts and borrowing from banks and pressure on the banks to issue more 
bank notes. This practice of filling financial gaps by bank credit in the long 

run is no way to work out solutions for financial problems. Moreover, this also 
gives full play to bank credit's function as an economic lever, putting these funds 
into circulation at a cost and making the enterprises operate on strictly controlled 
budgets and pay attention to efficient use of funds. Of course, tt should be noted 
that the size of total bank loans and their general direction of allocation should 
be used the control of state planning so that the scale of capital construction will 
not be expanded. 


//Second, banks should be managed as enterprises with autonomy to carry on their 
operations. // 


Banks as financial enterprises should be run as enterprises. This is to say, they 
should be run according to economic methods to meet the requirements of enterprise 
management in order to greatly enhance the quality of bank work. The following are 
the main points: (1) We must work in accordance with the objective law, organize 
and make use of the funds inthe most efficient way and change the practice of running 
the banks with undue administrative means. Banks at all levels should be run inde- 
pendently, and be responsible for their own profits and losses, and interest must be 
paid for the use of the allocated funds as well as for loanable funds transferred 
between banks. (2) Motivation must be given to the masses of staff and workers to 
arouse their initiative and creativeness as well as their voluntary concern about 

the economic well-being of the organization they work for. This requires not only 
the strengthening of our political and ideological work, but also the setting up of 
certain economic systems and the adopting bonus system, and on a trial basis imple- 
ment the system of profit-sharing and assigning full responsibility in regard to 
disbursement of expenses so that the interests of the state, the collective and the 
individual are all looked after, putting the performance of operation in direct 
correlation with the interests of the enterprises and those of the staff and workers. 
This will make every staff and worker pay attention to the quality of their work and 
economic efficiency. (3) Play must be given to the leverage function of interest. 
Bank interest of socialist countries is a part of the social net income. It repre- 
sents the interrelations of the economic interests of the state (through the banks), 
the enterprises, and individuals in regard to credit funds accumulation and allocation. 
However, the present interest rates of our enterprise deposits and enterprise loans 
are on the low side, and the loan interest rate of the banks and that of savings 
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deposits are linked in the reverse order. Moreover, our interest rate brackets are 
few in number. Once a rate is fixed, it remains so for years. None of this is 
suited to the requirements of running banks as enterprises. Therefore, the interest 
on deposits and loans should be increased, and differential for interest rates and 
floating interest rates should be put into practice. (4) Banks should have autonomy 
to carry on business operations. The state only specifies the direction of the bank 
loan allocation, the policy for making loans and the size of total bank loans. As 
to the conditions governing each loan, its amount and maturity, the banks make the 
decision according to credit policy, and the leading organizations as well as their 
supervisory institutions must not unduly interfere. With autonomy the banks must 
also bear the loan risks and assume the relevant economic responsibilities. (5) 
There must be advanced management controls. An information system must be set up 
for the banks which should join the trade associations of relevant industries. 

Thus, a national economic information network can be set up, the management activities 
of countless economic entities can be known, and a reliable basis for rational 
organization and employment of monetary funds can be provided. In the meantime, 
computers are to be gradually installed and advanced computerized control is to be 
acopted so that punctuality, speed and accuracy may be achieved in connection with 
the onerous daily operation dealing with tabulation of data, statistics, accounting, 
receipt and payment of money, and so on. Finally, in order to carry out enterprise 
management for the banks, there must be a team of cadres with a good knowledge of 
the theory and practice, as well as working ability, of financial operations. Cor- 
respondingly, a system of job evaluation, rewards and penalties, promotion, confer- 
ment of proper titles, and so on, must be set up to facilitate the discovery and 
training of qualified personnel, and to achieve the end of selecting outstanding 
candidates to the various posts and to give full play to their talents. 





//Third, establish a scientific monetary management systen.// 


In the past 30 odd years, for quite a long time, we have had only one bank--the 
People's Bank of China. It assumes not only the functions ofa central bank, but 
also operates the banking business of specialized banks. Now, two specialized banks 
are in operation. The Agricultural Bank of China has been restored, and the Bank of 
China set up. The People’s Construction Bank of China has been allowed to add the 
operation of loan facilities instead of bei: strictly restricted to the operation 
of allocating funds for capital construction of our country as in the past. In some 
localities trust investment companies and other financial institutions have been 
established. What should the interrelations among these institutions be? The 
People's Bank of China is the central bank, or the bank of the banks. It is re- 
sponsible for the overall planning and coordination of the activities of the spe- 
cialized banks and the other monetary institutions. According to the relevant 
stipulations of our country, the central bank is also responsible for the issue of 
bank notes, the control of currency circulation, the formation of monetary policies, 
the setting of the standard interest rate, the drawing up of the plan for national 
credit allocation and reimbursement and that for bank note issues, the control of 
the monetary market, the formulation of a monetary settlement system, the coordina- 
tion of national settlement operations, acting as a financial trustee for the 

state, the execution of collecting reserves from the specialized banks, and so on. 
For the specialized banks, within the sphere of their spectalived duties, they 
should operate their business independently, each executing its own function and each 
assuming its own responsibilities. Between the central bank aud the specialized 











banks, there should be a basic division of duties, but certain overlapping is allowed. 
This is beneficial to mutual help in work and the advancement of business operations. 
In the case of surplus and deficit of funds among the specialized banks, they are 
allowed to lend and borrow among themselves to smooth monetary circulation, provided 
that economic measures are adopted and interest payment is assured. The banks at 

the basic level are at the forefront of the monetary system. Every monetary policy 
and business activity is executed and developed through them. Therefore, the per- 
formance of the banks at the basic level is the key link in achieving the full and 
proper play of the various functions of banks. The superior banking authorities 
should strengthen their leadership in respect to the basic level banks, but there 
should not be excessive interference or control so tha the basic level banks may 

have their own authority and responsibilities and be able to develop various business 
operations on thedr own in the light of actual local conditions. Among the banks, 

a certain degree of unification should be maintained. At the same time, there 
should be relative independence. There is both specialization and cooperation, form 
ing an integral socialist monetary systen. 


In short, reform of the banking system is a very complicated task. As banks com- 
prise an integrated economic section, their reform will touch upon every economic 
department and entity, involving strict compliance with policies and bringing broad 
contacts. Consequently, a steady pace must be maintained for the reform and “each 
stone protruding above the surface of the water should be touched before stepping 
on it while crossing the river." 


(III) 


The purpose of reforming the banking system is to implement the “eight-character” 
policy, and to give better play to the functions of banks, and for the present moment 
in particular, to serve the readjustment of our national economy. Can this end of 

of reforming the banking system be achieved? The answer is, certainly. 


The reason is that in the socialist commodity economy of our country, the activities 
of money and credit have spread into the realms of production, circulation, distri- 
bution and consumption of the country. The banks as special enterprises dealing 
with money and credit, having a broad range of contacts, with branches all over the 
country and with business connections with the enterprises of all sectors, play the 
important role of “regulating the whole country with an economic life organized in 
the socialist fashion" (Lenin's words). This function the banks have of regulating 
the economy is realized by employing economic measures such as money, credit, inter- 
est, and so on. 


First, regulate the economic proportions of agriculture, light industry, heavy in- 
dustry, accumulation, consumption, the internal structure of industry, and so on, by 
expansion and contraction of credit and by adjusting the needs and flow of credit. 
As we know, the characteristics of bank credit are the collection of idle and dis- 
persed funds by paying a reward from various sectors of the society and the reloan- 
ing of these funds to borrowers, thus putting them back into circulation fo exercise 
their function. Therefore, the banks can achieve the end of regulating the economy 
by selecting the borrowers of their loans, by giving favorable or restrictive terms 
for loans and by putting the loanable funds to rational use according to the 
requirements of the economic readjustment guideline. For example, in the case of 





the light and textile industries which need less investment but show quicker 
results and yield larger earnings, by supporting them with bank credit the banks 

can stimulate their production growth, thereby supplying the market with more mr- 
ketable and needed products, and withdraw part of the currency from circulation. 

For goods in excessive supply which are already overstocked, overstocking can be 
reduced and the capital construction from shortened by contracting credit which will 
limit production. As for those products which compete for raw materials and fuel with 
advanced enterprises and which suffer from high cost of production, inferior product 
quality and poor sales, the banks will stop giving them loans. This will acceler- 
ate the process of closing, suspending, merging, and shifting [to other modes of 
production]. All these measures are conducive to the successful implementation of 
economic readjustment. 


Second, the basic balance between purchasing power and commodity supply can be ac- 
celerated and the stability of prices and the economy can be achieved by regulating 
money circulation and controlling bank note issuance. The volume of money circula- 
ting on the market is an integrated economic indicator, giving a sensitive reflec- 
tion of the problems in economic proportions and prices. As our experience in the 
past 30 odd years shows, with excessive currency on the market, the fundamental 
reasons for price instability are these: the excessive length of the capital con- 
struction front and the enormous government deficits. This is what we ordinarily 
refer to as “capital construction putting pressure on the financial authorities, 
which pass on the pressure to the banks and the banks end up by issuing more bank 
notes." Consequently, the control of bank note issuance and the regulation of mone- 
tary circulation according to the monetary circulation law that the circulation of 
money must adapt itself to commodity circulation are important measures for price 
stability and economic stability. 


Third, promote economic efficiency and enliven the economy on the part of the enter- 
prises through the economic leverage of interest rates. For example, for those 
sectors the development of which is much needed by the country such as agriculture, 
light and textile industries and the energy industry, preferential interest rates 
should be extended to expedite their development. Conversely, for products that 
suffer from high costs, inferior quality and huge overstocking, the banks will re- 
quire higher interest rates to urge the enterprises to strengthen their management, 
lower their costs, improve their quality, lessen overstocking, and enliven supplies 
and funds. 


In short, the function of the banks in regulating the economy and stimulating eco- 
nomic readjustment is quite obvious. Of course, in regulating the economy, the 
banks employ not only economic measures such as credit, money, and interest, but 
they also use the administrative authority conferred on them by the state such as 
the control of cash, the management of wages, and the management of foreign exchange 
in order to directly control the economy according to the policies of the state, 
under the guidance of the local party committee and government and in cooperation 
with the departments concerned to make good their economic readjustment duties with 
their combined efforts. 
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FINANCE AND BANKING 


INCREASES IN INDIVIDUAL BUSINESS LOANS SEEN 
Xian SHAANX! RIBAO in Chinese 10 Jul 81 p 2 


[Article from Commercial Credit Department, Provincial People’s Bank: “Vigorous 
Support to Collective and Individual Business Through Liberalization of Credit 
Policies by Provincial Branches of People's Bank") 


[Text] Shaanxi provincial branch banks and subordinate organizations of the 
Chinese People’s Bank have liberalized policies and abolished restrictions in 
active support of the revival and development of collective and individual 
businesses. 


l. Expansion of scope of loan grants. Loans issued since last year up until the 
end of April this year to collective and iadividual customers amount to 11.01 
million yuan, 26.5 times the amount as of the end of 1978. Since last year, the 
Xida Street Cooperative Clothing Store in Xian has borrowed at 21 different times 
a total of 2.58 million yuan. Its volume of business has increased from an 
average monthly 32,000 yuan to 92,000 yuar, and it has accumulated 99,000 yuan 
after taxes. Last September the Xianyang Municipal Service Corps for Youths 
avaiting employment borrowed 30,000 yuan, and had a monthly business income of 
almost 20,000 yuan. It was able to wipe out the entire loan within 2 months. 


2. Support of fund requ‘rements for newly added outlets. Last March, when 
children of the workers and staff of the Xian Municipal Knitgoods Company organized 
the Julin composite store, they needed 300,000 yuan of start-up funds. Except for 
60,000 yuan, which the company provided itself, the remainder consisted of bank 
loans. By year's end, this store had already accumlated 102,000 yuan, and for 
the first 4 months of this year, it realized an additional 49,000 yuan of profits. 
The Zhangjiacun Cooperative Store in Xian added 39 staff and employees last year 
at two new outlets. Bank loans of 35,000 yuan helped the businesses start up very 
quickly. 


3. Liberalization of limitations on settlement of accounts, support to collective 
businesses in expansion of channels for bringing in goods, and procurement from 
elsewhere of readily marketable goods. During this April, the Jiefang Road Office 
in Xian handled, on behalf of the School Graduate Composite Shop of the Railway 
Bureau Workers Service Company, seven collections of funds for goods from Shanghai, 
Wuhan, and Baoji amounting to more than 160,000 yuan, amounting to 70 percent of 
the store's total goods received for the month. 
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4. Permission to individual businesses to open accounts at the banks, handling 
settlement of accounts, and issuing loans. Xian resident Song Wemxiang [1345 

2429 4382] started a family sewing shop for which the bank gave him a loan of 550 
yuan to help him buy a lockstitching machine to expand his business. As a result 
of the increase in his earnings, he has repayed the debt ahead of time. 


5. Assistance to enterprises in their fiscal management. Banks in Ziyang and 
Xianyang have taken the initiative in helping school graduate shops and service 
crops for youths awaiting employment to set up bookkeeping and accounting assistance 
personnel, to keep accurate accounts, to do a good job of accounting, and to 
increase profits. 


9432 
CSO: 4006/449 
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XINJIANG SAVINGS DEPOSITS-—-There has been a rapid rise in the Xinjiang peasants" 
and herdsmen's savings deposits. By the end of this June, their total savings 
deposits amounted to over 130 million yuan, an incrdéase of 35 percent as compared 
with the same period of last year, thus topping the highest level in history. 
[HK190706 Urumqi Xinjiang Regional Service in Mandarin 1300 GMT 4 Aug 81] 


HAINAN PREFECTURE TRADE CONFERENCE--Hainan Li-Miao Autonomous Prefecture recently 
held a conference on finance and trade work. The conference demanded that the 
autonomous prefectural finance and trade front eliminate the influence of leftist 
ideology, gradually implement the various economic responsibility systems, quickly 
turn loss to profit and enliven finance and trade work. The conference pointed 

out that the main problem was that the finance and trade front's amount of procure- 
ment has dropped and its expenses have increased this year. The profits derived 
from commerce in the autonomous prefecture were 24 percent less than in the first 
half of last year. The state-run catering trade generally incurred losses. The 
conference demanded that the finance and trade enterprises conduct large-scale 
inspection of financial and economic discipline within this year and special persons 
be assigned to handle economic cases as quickly as possible. [HK190741 Haikou 
Hainan Island Service in Mandarin 0330 GMT 2 Aug 81] 


QINGHAI TAX EVASION--About 57 percent of the enterprises in Qinghai Province vere 
involved in tax evasion and fraud in the past year. Some units include entertain- 
ment expenses as production costs. During an investigation conducted throughout 
the province, over 6.2 million yuan of taxes were found to be unpaid or evaded. 

By early July, 1.81 million yuan of evaded taxes had been handed over to the state. 
[SK201024 Xining Qinghai Provincial Service in Mandarin 1100 GMT 19 Aug 81] 


HETLONGJIANG SAVINGS DEPOSITS--Harbin, 10 Aug (XINHUA)--According to figures 
released by the Heilongjiang Provincial People's Bank, by the end of July 
Heilongjiang's urban and rural savings deposits totaled 2.24 billion yuan, an 
increase of 42.3 percent over that at the same time last year. [0W181045 Beijing 
XINHUA Domestic Service in Chinese 0028 GMT 10 Aug 81) 


CSO: 4006/475 
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ENERGY CONSERVATION SAID A MAJOR PART OF ECONOMIC READJUSTMENT 
Beijing RENMIN RIBAO in Chinese 9 May 81 p 2 
[Article by Bao Guangqian [7637 0342 0467] and Du Hongyu [2629 4767 7183)]) 


[Text] In a situation in which the contradiction in energy supply and demand is 
so Outstanding, in addition to increasing the production of energy as much as pos- 
sible, the mo.wt urgent business of the day is to engage in energy conservation in 
all forms and to build up the habit of energy conservation in general. 


Seek Energy in the Form of Technological Renovation 


The greater majority of China's enterprises use antiquated energy equipment that 
has a low thermal efficiency and consumes excessive energy. Only a small number 
have newly manufactured energy equipment that is efficient and of a high perforn- 
ance type. Of the more than 28,000 items of energy equipment being manufactured 
today, more than 15,000 items are old models. And many people still entertain the 
thought of basic construction in order to increase production and are busily build- 
ing new plants and installing newly built old-model equipment, when there is a 
serious shortage in the energy supply. A number of comrades who are engaged in 
energy-related research work consider that the idea of those who hold that in order 
to double production the facility aust also be doubled in scale is onesided and 
quite out of touch with the reality of China's energy production situation. We must 
establish guidelines for the future as follows: develop technological renovation 
centered around energy conservation; systematically replace antiquated facilities 
which waste energy; and remove oil and coal from the hungry tiger's mouth, in 
order to significantly save energy and achieve a good economic effect. 


Comrades who are engaged in work related to capital investment in basic construc- 
tion have made some calculations. Due to the shortage of energy, approximately 
30 percent of the existing production capacity today cannot be utilized. Specif- 
ically, there is a shortage of approximately 10 million kW of electricity, equiv- 
alent to more than 20 million tons of standard coal. If we start out with the 
technological renovation of equpment which wastes energy by undertaking the re- 
modeling of m-dium- and low-pressure power generating assemblies and old boilers 
together with some other measures, we can improve the energy shortage situation 
in a relatively short period. Based on an estimate made by the concerned depart- 
ment, if the technological renovation is done well, the energy shortage that ex- 
ists today can be basically eliminated in 5 years with an expenditure of only 3-4 
billion yuan. The time and money thus expended will be shorter and less than what 
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would be needed if we were to invest in coal mine constructior in order to in- 
crease energy production. It is evident from this that conserving energy and in- 
creasing production of energy are both equally important. 


Wasting less energy is an important index of the advancement of the national econ- 
omy and technology. The very process of technological renovation for the purpose 

of energy conservation is also the process of raising the technological standard. 
Therefore, in order to make progress in China's socialist modernization, technolog- 
ical reform ought to be an important starting point. A number of comrades advocate 
that w must, over a relatively long period, emphasize research in energy-saving 
technology, making the development of energy-saving technological renovation one 

of the most amjor subjects of research, and during the period of national economic 
readjustment, at least, we must properly concentrate our financial and material 
resources on the remodeling and replacement of energy equipment with low efficiency. 


Build Up a Habit of Energy Conservation in General 


Since 1964, Troop No 51112 of Beijing garrison district has collected ashes and resi- 
due from the furnaces and chimneys of factories in the urban area and used them 

for cooking purposes as a substitute for coal. They have bought almost no coal 

in the past 16-17 years, thus saving more than 23,700 tons of coal. The exemplary 
deed of Troop 51112 is very moving and also thought-provoking. 


Since liberation, China's energy resource development has made relatively rapid 
progress. In 1979, 63.5 million tons of raw coal were produced, 20 times the yield 
in the early days of liberation; 106 million tons of crude oil, more than 880 times; 
14.5 billion cubic meters of natural gas, more than 1,300 times; and 5.01 billion 
units of hydroelectric power, more than 60 times. It was not easy to reach today's 
standard (in such a short period of time), a feat not many other countries of the 
world have achieved. Nevertheless, China's energy supply still does not satisfy 

the demand and the reserve is low. We must protect our energy resources as care- 
fully as our liberation army soldiers did. 


China's energy utilization rate is very low and the waste is very great. In 1978, 
the energy utilization rate was 57 percent in Japan; 51 percent in the United 
States; and 40 percent in the Western European countries. It was only 30 percent 
in China, so 70 percent of the heat was wasted. Raising the energy utilization 
rate by just 10 percent would be equivalent to an effective increase of 60 million 
tons of coal a year. This kind of calculation may not be convincing enough, but 
there is no excuse for not being able to achieve today a standard which was reached 
in the pst. Between January and November last year, among more than 500 key enter- 
prises belonging to the metallurgy, electric power, petroleum, and coal departments, 
30 out of 74 indexes related to energy and raw material consumption were found to 
be below the highest historical standard, and there were 24 items whose energy con- 
sumption indexes were higher than those of the same period of the previous year. 
Electric power consumption per ton of cotton during the first half of last year 

was 60 kWh more than the same period the year before, and 27 kWh more electricity 
per 10,000 meters of cotton cloth. This phenomenon is far from normal. There are 
many reasons why energy waste is so serious in China today. One of the more in— 
portant reasons is that the habit of energy conservation has not yet been estab- 
lished in our society in general, and our enterprises in particular. If every 
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department, every unit, and every enterprise will, following the steps of Troop 

No 51112, take the leading role and work with the masses in attaching great impor- 
tance to energy conservation, constantly renovating the energy equipment, and 
encouraging and promoting energy conservation by implementing appropriate policies 
and regulations, then work related to energy conservation should be able to present 
a new and bright situation soon. 


Energy-Related Legislation Must Be Enacted 


Developing energy conservation education and making a list of what ought to be done 
in order t» be able to conserve energy are necessary and effective measures. How- 
ever, these measures may not be effective for some districts and units. Since 1972, 
our government started replacing low-efficiency boilers and cut down production 

of boilers of smaller capacity and less efficiency. But there are many counties, 
communes and brigades where production of less efficient boilers well in excess 

of the planned number is still going on. According to the statistics, there are 
more than 400 such boiler plants in the four provinces of Henan, Shandong, Liaoning, 
and Jilin. The boilers manufactured by a number of small boiler plants of the 
Chegang Commune in Fu County, Liaoning Province, are not only low in thermal ef- 
ficiency but also high in fuel consumption. They also break down quite frequently. 
Similar problems exist in the field of automotive vehicle manufacturing and utili- 
zation. Last year, the government planned to manufacture only 120,000 automotive 
vehicles based on the need for national economic readjustment and conservation of 
energy. However, many automotive vehicle plants did not produce according to the 
plan. More than 90,000 automotive vehicles in excess of the plan were manufac- 
tured, contributing to the consumption of an additional 450,000 tons of oil a year, 
which amounted to half of the oil conserved by all oil-consuming machines, includ- 
ing automotive vehicles. Generally speaking, the transport efficiency of automotive 
vehicles not belonging to the transportation department is only approximately two- 
thirds that of those that do belong, and they also consume 30 percent more oil. 

In spite of this, for a long time the share of automotive vehicles belonging to 

the transportation department has been smaller than those not belonging. There 

are more than 1.1 million freight-carrying automotive vehicles nationwide. Of 
these, more than 80 percent do not belong to the transportation department, while 
only 13.4 percent do belong to the department. 


The reality that the supply does not satisfy the demand and that the energy waste 
is great demands enactment of a series of legislative measures. For example, pro- 
duction and utilization of boilers and automotive vehicles ought to be controlled 
by law: boilers whose thermal efficiency is below standard may not be manufac- 
tured; automotive vehicles manufactured according to the plan must satisfy a cer- 
tain fuel-efficiency (mileage) standard: those which fail to meet the standard 
may not be manufactured, and they may not de delivered even if manufactured. The 
greater majority of automotive vehicles, especially freight-carrying vehicles, must 
by law be assigned to the transporta:ion department. The useful life and the 
retirement standard for boilers and automotive vehicles must be spelled out, and 
those which are retired may only be returned to the furnace, never resold or re- 
possessed. 


Energy conservation has a decisive effect on our national economic readjustment. 
We must attach great importance to it and treat it as an important matter. We 
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believe that if we can take various measures to reform the economic structure and 
technology, if we can formulate energy prices, energy laws, and energy policies 
which will encourage the masses to conserve energy and thus strengthen our energy 
management, we should be able to build good habits of energy conservation by indi- 
viduals, enterprises, and the society as a whole. 


9113 
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INDUSTRY 


READJUSTMENT OF STEEL INDUSTRY 


HK230930 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 6, 15 Jun 81 
pp 3-6 


[Article by Investigation and Research Office of the Ministry of Metallurgical 
Industry: '"Conscientiously Sum Up Experiences and Do a Better Job of Readjusting 
the Iron and Steel Industry" ] 


[Text ] I 


Over the past 2 years, the vast numbers of workers in the iron and steel industry 
have implemented the principle of readjusting our national economy, done a great 
deal of work and achieved relatively great success. A fine situation in iron and 
steel production, seldom experienced since the founding of the PRC, has appeared. 
This fine situation is markedly reflected in the following five changes. 


1. Now that output is determined by sales, the industry has begun to gear itself 
to the needs of the light industry as its market, and the composition of products 
has undergone a preliminary change. The output of various products urgently 

needed by the state, such as wire rods, small steel products, thin plates, welded 
pipes, strip steel, medium-sized products and various steel products in short 

supply, reached 18.64 million tons in 1980, an increase of 6.38 million tons over 
1978. The proportion of such products in the total annual output of steel products 
increased from 55.5 percent in 1978 to 68.4 percent in 1980. 


2. There has been economy in the use of energy resources and output has increased. 
The consumption of energy resources has kept on falling. In 1980, steel output 
increased by 5.3 million tons compared with 1978, but the total energy consumption 
of the iron and steel industry decreased by 2.8 million tons of standard coal. 

In key iron and steel works, the combined consumption of energy resources per ton 
of steel decreased from 1.77 tons of standard coal in 1978 to 1.47 tons in 1980. 


3. Economic results have improved and profits have grown rather substantially. 

In both 1979 and 1980, the profits of the iron and steel industry increased by 
around 1 billion yuan over the previous year. For the medium-sized and small iron 
and steel works, there was a net loss of 638 million yuan in 1978, a net loss of 
292 million yuan in 1979 and a net profit of 486 million yuan in 1980. 
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4. Because some enterprises have been assigned greater decisionmaking power, they 
have acquired internal economic motive force, their ideas about operations have 
changed, and their concepts of the market, of competition and of serving consumers 
have been strengthened. Consequently, the state has been able to collect more 
revenue, the enterprises have retained larger amounts of profits, and individuals 
have earned a higher income. 





5. After rectification and the strengthening of basic work, the standard in running 
and managing the enterprises has improved. Five joint iron and steel works, namely 
the Anshan Steel Works, the Benxi Steel Works, the Capital Iron and Steel Company, 
the Panzhihua Steel Works and the Taiyuan Steel Works, have been appraised as 
outstanding units in enterprise management by the Enterprise Management Association 
of China. 


However, at present, there is serious disproportion in both the relations between 
the iron and steel industry and other sectors of the economy and the relations 
between various links in the iron and steel industry itself. 


The iron and steel industry is a basic industrial sector which provides various 
steel products to various sectors of the national economy and supplies steel 
products for national defense construction. It is a sector which serves others. 
It is indispensable to national economic development, improvement of the peoples 
livelihood and the strengthening of national defense. Since the founding of the 
PRC, the iron and steel industry has made contributions in these respects. However, 
over many years, it has been placed in an inappropriate position because of the 
guiding idea “take steel as the key link.” On several occasions, forward leaps 
were launched to boost the iron and steel industry. Our national strength was 
not considered and no attention was paid to the coordinated development of various 
related links of the economy. Consequently, the iron and steel industry did not 
develop healthily, and it even became a drag on the national economy. During the 
first 2 years after the smashing of the "gang of four,” the economic situation 
was erroneously appraised and “leftist” errors were committed. A grandiose plan 
to develop the iron and steel industry, which was divorced from actual conditions, 
was worked out. In particular, the rash construction of the Baoshan Steel Works 
and the import of foreign equipment on a full scale led to voracious consumption 
of funds, displaced a large number of other projects and aggravated the dispropor- 
tion in the national economic relations. According to the principal leading comrades 
of the ministry at the recently convened national work conference on metallurgy, 
after the Party Central Committee had put forward the principle of readjustment, 
the leaders of the ministry did not deeply understand the necessity and urgency 

of readjustment, were slow to acquire awareness, and did not grasp it vigorously, 
so that the overall readjustment of the national economy was affected. 


The grave disproportion in the iron and steel industry is reflected mainly in the 
following facts. The vareity and quality of iron and steel products do not comply 
with the needs of various sectors of the economy. In particular, steel products 
needed by light industry, by the market or for the peoples livelihood are still 
unable to satisfy consumers needs in both variety and quality, and a considerable 
proportion of such products must still be imported. Mining lags far behind smelting, 
so that it is difficult to fully bring comprehensive production capability into 
play. Grave disproportion also exists in the relation between “bone” and "flesh." 
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II 


To do a better job of readjusting the iron and steel industry, we must clear away 
very satisfactorily the influences of "leftist" ideology on this industry. We 
should note that the above-mentioned situation of grave disproportion in this 
industry is not a recent phenomenon. It has been formed over many years. The 
comrades who attended the recent work conference on metallurgy have conscientiously 
summed up past experiences and drawn the following major lessons. 


1. To develop the iron and steel industry, we must clearly understand our national 
conditions, subordinate the industry to the overall situation, place the relation 
between this industry and the overall national economy in a correct position and 
overcome blindness. In planning new construction projects, we must follow the 
principle of working within our capabilities and fully consider their feasibility 
in the light of our national strength, so that the development of the iron and 
steel industry may be coordinated with our national economic development. 


2. We must put the basis and emphasis of our work on the existing foundation, 

fully bring the role of the existing enterprises into play and take the road of 
emphasizing quality, increasing product varieties, reducing consumption and boosting 
earnings. 


3. We must pay great attention to internal equilibrium in the iron and steel 
industry, exploit our comprheensive production capability, conscientiously solve 
the problem of disproprotion between smelting and mining and between production and 
livelihood, and ensure the healthy development of the iron and steel industry. 


4. We must satisfactorily organize production, with key emphasis on increasing 
product varieties, improving quality, economizing on energy resources and reducing 
consumption, and thus serve various sectors of our national economy. In particular 
we must serve the people in providing food, clothing, housing, transport facilities 
and other daily goods. 


5. We must respect science, strengthen investigation and study, and vigorously 

work according to objective laws. In capital construction, we must satisfactorily 
complete the earlier stages of the work and work strictly according to the procedures 
of capital construction. We must work out several schemes for each project and 
choose the optimum one by comparing results of investment. In exercising leader- 
ship over production, we must pay attention to the different characteristics of 
various industries. We must not “treat everything the same way regardless of 
circumstances” or even just make a terrific din. 


6. We must conscientiously implement the mass line, fully carry forward democracy 
and earnestly consider different opinions. Making decisions on major projects 
must involve study by experts and joint consultation between leading cadres and 
experts. We must not allow a minority of people to have all the say. 

111 


During readjustment, the iron and steel industry must change over to the path of 
serving the technological transformation of our national economy and providing 
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various materials which are up to standard for producing durable consumer goods. 

We must further readjust the composition of products, the internal proportions of 
the industry and its organizational structure. We must satisfactorily tap the 
existing enterprises’ potential, carry out innovations and improvements and raise 
economic results. Specifically, we must satisfactorily grasp the following several 
tasks: 


1. Further reduce the scale of capital construction, rectify the orientation 
of investment and improve the results of investment. 


Over the past 2 years, investment in the iron and steel industry has been cut rather 
substantially. In the coming several years, investment will not increase substan- 
tially. Therefore, we must consciously subordinate ourselves to the overall situa- 
tion and do a good job in using the limited funds. In the future, the orientation 
of investment in the iron and steel industry must be in the first place use of 
investment funds to develop mining, increase product varieties, improve quality, 
develop measures to help economize on energy resources, protect the environment and 
enhance safety in production. We must also try our best to set aside some invest- 
ment funds for developing education and scientific research and providing workers 
with living quarters. We must assimilate the lessons of past experiences of 
emphasizing capital construction at the expense of production so that in the future, 
even in undertaking projects involving increasing product varieties and improving 
quality, we must also proceed from the existing foundation as far as possible. 

We must in the first place undertake those projects which require a small amount 

of investment funds and produce quick results, boost the production of meters and 
instruments for calculation, inspection, testing and control, and set up processes 
for the earlier or final stages of production which are essential to ensuring 
quality. We must conscientiously clean up those projects whose design or technology 
is not up to standard or those in which investment produces poor results. As to 
those projects which have been suspended or postponed, we must satisfactorily 
perform various residual tasks, carefully maintain and protect the equipment 
involved and strive to reduce losses to the minimum. In the case of projects 

under construction, we must impose stringent demands, ensure quality, complete 

them punctually, try our best to economize on funds and improve the results of 
investment. 


2. We must gear the industry to the ever-increasing demand of our population of 

1 billion and our 800 million peasants for steel products which are used in 
connection with their consumption of food, clothing, housing, transport facilities 
and other daily goods. We must further change the composition of products and 
improve product quality. 


Currently, the iron and steel industry must attach prime importance to increasing 
the output of steel products needed by the market in light industrial products and 
agriculture or needed for the people's livelihood and civil construction works. 

We must conscientiously conduct investigation of market needs, strengthen market 
forecasting, take the initiative to consider consumers’ opinions, and take the 
consumers’ needs as a motive force to improve product quality or increase product 
varieties. We must strengthen product research, vigorously develop technological 
services, understand the production techniques adopted by consumers, and take the 
initiative to help consumers choose and use superior materials. The countryside 
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is a vast market. At present, the financial conditions of the peasants in many 
localities have improved, and building houses, manufacturing handcarts and small 
farm equipment and so on require large quantities of steel products. We must 
strengthen investigation and study and adopt measures to increase the output of 
steel products for agricultural use. 


We must devote our greatest efforts to increasing the output of thin plates and 
strip steel. The manufacturing of certain light industrial products, such as bikes, 
washing machines, electrical appliances for civil use, enamelware and so on, 
require large quantities of thin plates and strip steel. Thus, such steel products 
are currently in the severest shortage. We must also vigorously increase the 
output of wire rods needed for manufacturing iron wires and nails. 


Enterprises with favorable conditions must also vigorously expand the variety of 
their products, directly produce some consumer goods according to market needs 
and offer them to the market. 


As for those products in excess supply, relatively large quantities of which are 
kept in stock at present, even if they are really needed by the market, we must 
reduce their output and inventories according to the principle of clearing the 
warehouses of excessive stocks before further production. 


3. We must try all means to economize on energy resources, take this as a strategic 
task and vigorously do a good job in grasping it. 


Developing our country’s iron and steel industry can only be based on low energy 
consumption. This year, the quotas for energy resources allocated by the state 
to the iron and steel sector according to plans for iron and steel production have 
shown a decrease of around 8 million tons of standard coal. The iron and steel 
works must further reduce energy consumption on the basis of last year's achievement 
in reducing consumption. 


All iron and steel works must continue to strengthen energy resources management, 
formulate stipulations on economizing energy consumption and fixed quotas for energy 
consumption for all major subprocesses and conduct rigorous checks according to 
the set quotas. In the light of various enterprises’ actual conditions, we must 
continue to popularize those experiences in economizing energy consumption which 
practice has proved to be effective, such as fine screening and repeated grinding 
of ores, sintering of low-carbon-content raw materials, using large lots of 
materials and high blast temperatures in the blast furnace process, energy-economi- 
zing operations for the open hearth furnace, raising the temperature of hot ingots 
in roughing down, and so on. We must superbly organize production and must be 
rational in starting or stopping the operation of equipment. We must integrate 

the economizing of energy resources with technological transformation. In parti- 
cular, we must satisfactorily grasp measures to economize on oil, readjust the 
energy consumption pattern of the iron and steel industry and substitute coal for 
oil. For those local iron and steel works with high energy consumption, we must 
appropriately close them, suspend their production work, merge them or shift them 
to other types of production. 











An important task in economizing energy consumption by the iron and steel industry 
is to vigorously lower the iron to steel output ratio. Because at present, around 
60 percent of the total energy consumption by our country's iron and steel industry 
is attributable to processes prior to iron smelting, lowering the iron to steel 
output ratio is of great significance to economizing on energy resources. In 

1980, this ratio was 1.03 in our country, approximately 0.3 higher than in Japan, 
West Germany or the Soviet Union. An important reason for such a high ratio for 
our country is that we produced large quantities of pig iron for casting purposes. 
Last year, our country produced over 9 million tons of pig iron for casting, 
whereas in 1978, the combined total output of the pig iron for casting of the five 
major steel-producing countries, namely the United States, Japan, West Germany, 
Britain and France, was merely 5.64 million tons. In conjunction with the metallur- 
gical sector, the machine-building industry, construction industry and so on must 
substitute welded articles for cast iron articles to reduce the consumption of 

pig iron for casting. We must also strengthen the collection and utilization of 
scrap steel. 


4. We must tap the potential of existing mines, vigorously grasp the building of 
new mines which are being opened up and place the readjustment of mining in an 
important position. 


The problem that mining lags behind smelting is basically due to emphasizing 
smelting at the expense of mining. This problem is also due to the fact that in 
building mines, we did not work satisfactorily according to objective laws governing 
mining, did not build up comprehensive production capability in earlier periods 

and did not fully utilize natural resources. 


We must vigorously grasp building mines which are being opened up and tap the 
potential of existing mines so that the results of investment may be realized as 
soon as possible. We must vigorously grasp the readjustment of weak links in 
mining and do a good job of filling the gaps and forming complete sets of equip- 
ment for mining and ore dressing. We must continue to readjust the relationship 
between excavation and mining-with-filling, and fully bring the comprehensive 
production capability of the existing mines into play. 


We must attach special importance to satisfactorily grasping various kinds of work 
at the open pits, which yield 90 percent of the total output of ores. Thus, we 
must strengthen the management of stopes and equipment. In particular, we must 
satisfactorily grasp transportation by truck, which is a weak link. We must 
improve the supply of spare parts and the maintenance and repair of equipment. 

We must do a good job of building roads to serve the mines. We must raise the 
efficiency of comprheensive excavation work, increase the rate of extraction and 
reduce the rate of ore dilution. 


5. We must vigorously do a good job of enhancing safety in production, vigorously 
tackle pollution and improve the environment, and gradually solve the problem of 
disproportion between “bones” and “flesh.” 


All iron and steel works must continue to implement the 10 measures put forward 
at the work conference of the metallurgical industry on safety convened in October 
last year, proceed from analyzing industrial accidents, conscientiously sum up 
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experiences and adopt various measures in the light of the first aims. The 
elimination of major hidden dangers must be included in readjustment plans and we 
must vigorously tackle these dangers. We must actively prevent and tackle pollu- 
tion and improve the environment. We must deal with these problems step-by-step 
according to the principle of proceeding from easier tasks to more difficult 

tasks and from elementary levels to advanced levels. We must include tackling the 
pollution problem in the production process, strengthen production management and 
technical management, integrate tackling the pollution problem with the transfor- 
mation of enterprises, improve technology in combination with large-scale or 
medium-scale repair as well as renewal and transformation of equipment, and create 
conditions for further tackling the pollution problem by vigorously launching 
scientific research on and monitoring of the environment. We must continue to 
satisfactorily grasp the building of workers living quarters and the enhancing of 
collective welfare and gradually improve the workers’ housing and living conditions. 





6. We must improve the running and management of enterprises, improve economic 
results, increase income and cut expenditures. 


Over the past several years, the profits of the iron and steel industry have kept 
on increasing. However, the level of profits is still rather low. The rate of 
profits, either as a percentage of investment funds or of output value, has been 
lower than past records. This year, the output of iron and steel is being reduced. 
The proportion of some more profitable, superior quality steel products in the 
total output has also dropped rather substantially. This is a new problem due to 
readjustment. The iron and steel works must face realities, improve their work, 
mobilize the masses, overcome difficulties, and vigorously try to reduce the 
decrease in income to a very low figure or even to zero in the face of a decrease 
in output. Enterprises with favorable conditions must also try to achieve an 
increase in income despite a decrease in output. 


We must continue to improve overall economic accounting. We must mobilize the 
enthusiasm of the vast numbers of workers so that all workers will be able to manage 
financial affairs as masters. We must further strengthen management, improve the 
running of enterprises, open up many new ways of endeavor and seek a large number 
of sources of funds. We must reduce consumption, improve product quality, change 
the composition of products, produce new categories of products, reduce the 
quantities of inventories, cut expenditures, lower production costs and improve 
economic results. 


7. We must do a good job of grasping the readjustment of organizational structures 
and gradually effect various forms of integration. 


We must vigorously grasp the readjustment of organizational structures and gradually 
put an end to the phenomenon of enterprises being “large and complete” or "small 
and complete." Such a readjustment also amounts to a kind of reform. 


At present, in the iron and steel industrial system, manv forms of economic 
conglomerations have been organized. We must actively support all kinds of 
reorganization and integration that are beneficial to the overall situation. 

In organizing various forms of economic conglomerations, we must proceed from 
actual conditions and suit measures to local conditions. Integration may be loose 
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or close amd horizontal or vertical. In carrying out readjustments of organizational 
structures, we must pay attention to proceeding from helping the localities achieve 
the best economic results. Such readjustments, which involve the integration of 
large, medium-sized and small enterprises, must comply with the principle of 
cooperation among specialized enterprises and the requirement that enterprises get 
organized. Moreover, ve must pay attention to bringing the strong points of various 
enterprises in each category of production into play, carrying forward their strength 
and circumventing their weaknesses, and effecting integration among different 
categories of production. 


The accomplishment of the readjustment of the iron and steel industry depends on 
the key factor of fully bringing the enthusiasm and initiative of the vast numbers 
of workers into play and continuously raising their standards in such things as 
ideology, political thinking, educational attainment, technology and ability to run 
and manage enterprises. Thus, we must strengthen ideological and political work 
and conscientiously do a good job of training workers. All enterprises must continue 
to do a good job of rectification. The key task is to satisfactorily grasp basic 
management work in a donw-to-earth manner. In particular, the enterprises must 
continue to fay attention to perfecting the system of personal responsibility, 
rectifying and strengthening the keeping of original records, statistical work, 
calculation, checking and testing, as well as doing a good job of management 
according to quotas. 


Over the past 31 years, a relatively good foundation has been laid for the develop- 
ment of our country's iron and steel industry. There are a number of large or 
medium-sized key enterprises. At present, the conditions of some medium-sized 

local enterprises are much better than those of the Taiyuan Steel Works or 

Tangshan Steel Works at the time of the first 5-year plan period. We have a 
contingent of over 200,000 workers, which includes a number of engineering and 
technical personnel and cadres specialized in economic management. This contingent 
has fine traditions, as exemplified by the appearance of many heroic or exemplary 
personalities. Over the past several years, we have imported some new technology, 
which we can use for reference in further transforming the iron and steel industry. 
By studying the principles discussed at the recent work conference organized by the 
Party Central Committee, clearing away “leftist” ideology and summing up experiences, 
we will definitely be able to more satisfactorily implement the principle of 
readjustment and to make new contributions to the steady development of our national 
economy. 
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[Article by the Shoudu Iron and Steel Company: “Fully Implement the Policy of 
Readjustment and Push One Step Further the Reform Favorable to Readjustment"-- 
note passages within slantlines denote boldface type] 


[Text] (1) 


The Shoudu Iron and Steel Company has been designated by the State Economic 
Committee as a trial-point unit in an effort to expand enterprise autonomy. In 
1979, they implemented the system of profit retention. As from July 1980, this has 
been changed to the system of responsibility for one's own profits and losses 
which “substitutes tax for profit." Although the reform is still in its early 
states, it has already enabled the enterprise to free itself from its old strait- 
jacket and thus become an economic unit with specific economic interests and 

powers of self-management, the ability to assume specific economic responsibilities 
and a relative independence. It has furnished definite preconditions for tapping 
potential within the enterprise and for pumping new lifeblood into it. All this 

is conducive to the implementation by the enterprise of the policy of readjustment 
and the livening up of microeconomics. 


The reform has impelled the old enterprise to find a way of lowering consumption, 
raising efficiency and increasing profits. In the 2 years since setting up the 
trial points, we have, with our feet firmly planted on the present base, carried 
out a rational technological restructuring of the old factory and strengthened 
the overall management of the enterprise, causing the level of production, tech- 
nology, administration and management to continuously rise. In 1979, of our 
company’s 30 fixed technological and economic indices, 16 won first prize in 
competition with domestic enterprises engaged in the same trade. Of the 132 
struggle targets laid down in 1980, 94 were reached and 36 won first prize within 
the country. The grade of concentrate powder, blast furnace capacity factor, coke 
ratio, converter capacity factor, average furnace life and iron ore consumption, 
the six norms most commonly used internationally for measuring the level of 
production technology in iron and steel enterprises, reached an internationally 
advanced level. As for the products of the Shoudu Iron and Steel Company, third- 
rate products were eliminated in 1979 and second-rate products were eliminated 

in 1980. Fifteen products, accounting for one-third of the total products, were 
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promoted to top-grade products. Pig iron casting and concentrate power won the 
state's gold medal for quality. High frequency electric welding tubes won the 
state's silver medal for quality. New improvements have been made to the composi- 
tion of the products in the course of readjustment. Energy consumption has 
gradually fallen. The fixed energy consumption for the production of 1 ton of 

steel in 1978 was 1,247 kilograms of standard gas. This fell to 1,177 kilograms 

in 1979 and 1,121 kilograms in 1980, showing decreases in the 2 years of 5.6 percent 
and 4.7 percent respectively. Administration and management of production techno- 
logy appeared to be at their best since the founding of the state 31 years ago. 


Reform brought about a change in the management thinking of enterprise leaders and 
a change within the enterprises run by the broad masses of staff and workers. 

They no longer seek to merely finish the production plan, but they also strive for 
economic effectiveness, thus achieving a continuous growth in total industrial 
output value. In 1979 and 1980, they achieved increases of 9.11 percent and 

11.73 percent respectively over the year before. The amount of funds appropriated 
per 100 yuan of output value continued to fall year by year. Profits showed a 
massive increase 3 years in a row. In 1978, profits showed an increase of 85.8 
percent over 1977. In 1979, profits showed an increase of 22.4 percent over 1978. 
In 1980, profits showed a further increase of 23.6 percent over 1979. Ina 
situation where assets consist mainly of mines and iron and less of the capacity 
for producing products capable of increasing profits like steel and timber, the 
profit margin in relation to assets reached 17.25 percent, an advanced level in a 
domestic iron and steel integrated complex. 


On the basis of promoting increased enterprise output and income, the “three 
mores” have been implemented, taking into consideration the interests of all three 
parties. As far as the distribution of the enterprise's profits is concerned, the 
state got 180.65 million yuan in 1978, 213.11 million yuan in 1979 and 246.87 
million yuan in 1980. In the 2 years since the implementation of trial points, 
state revenue rose by 66.22 million yuan. Income accruing to the enterprise was 
15.72 million yuan (including the welfare fund and bonuses), in 1978, 19.04 million 
yuan in 1979 and 37.08 million yuan in 1980. In 2 years, it made an extra 21.36 
million yuan. The ratio of the state's increased income to that of the enterprise 
was 3:1. Rewards and welfare due to the staff and workers showed a corresponding 
increase. 


(2) 


Under the new situation of readjustment, the problem of how to correctly handle the 
relationship between readjustment and reform remains one of primary importance as 
far as expanding the povers of trial-point enterprises is concerned. For the past 
2 years, we have persisted in the full implementation of the eight-character policy. 
We have, with readjustment as the center and rectification as the base, made full 
use of advantageous elements of the reform to carry out internal readjustment and 
have reached the target of an overall increase in the various work spheres. Our 
basic method has been: 





/l. To integrate the expansion of power with rectification, thus enabling the 
reform work of the enterprise to have a firm base. / 


We must first rectify the leading groups at every level according to the demands 
made by the four modernizations. We must promote to leadership posts at every 
level cadres who have emancipated their minds, are filled with revolutionary zeal, 
understand technology, are able to manage and are generally competent. The 30 
factories and mines of the whole company, together with the engineering companies, 
have among them 2 total of 207 leading cadres. Of these, the 103 skilled cadres 
above the rank of assistant engineer account for 49.76 percent of the factories’ 
management cadres. Of the 62 first and sec md class skilled hands in the factories 
and mines, apart from one secretary, and an old cadre who has just changed profes- 
sions, all are quite familiar with technical work. A first-level leading group of 
the factories and mines generally does not exceed five or seven people at the most. 


At the same time as rectifying the leading groups, we have treated the establish- 
ment and amplification of rules and regulations with the responsibility system as 
their core as the central link in the rectification of the enterprise, and have 
set up among the workers post assessment standards, including indices for output, 
quality and consumption, technical operation, equipment maintenance, accident 
control, civilized production, limitations on the amount of materials to be taken 
and rules governing labor discipline. Among the cadres, we have, according to the 
demands made by the responsibilities attached to each post, laid down detailed 
rules and regulations governing the actions of individuals, including basic 
responsibilities, assessment standards and work processes, thus ensuring that, 
within the enterprise, there will be fixed demands made on every work post. We 
have also sought to combine strict examination with rewards, and have adopted a 
method comprising standards, assessments and rewards or punishments. We have 
taken the first step in setting up a data management system. In using quotas, 
measurements, original records and statistics, we let the data speak for themselves 
SO as to arrive at a more accurate estimate of the production efficiency of the 
factories, mines, workships, teams and groups, down to each post. We have devoted 
much effort to completing measuring facilities. The whole company has already 
installed 9,685 measuring instruments of various kinds and 24 large-scale weighing 
apparatus. Among the factories, they have set up measuring nets for molten iron, 
steel ingots, billets, and steel products. We have completed the preliminary 
establishment of driving force measuring nets for electricity, steam, and gas. 
The installation rate of meters reached: 72 percent for electricity, 76 percent 
for steam, 96.2 percent for furnace gas, and 74 percent for blast furnace gas 
respectively. The weighing-in rate for goods and materials arriving at the 
factories increased to 82 percent from the mere 4 percent of the past few years. 
All products leaving the factories are weighed and checked, so as to ensure that 
the various production sanagement activities of the enterprise will, through an 
accurate and sensitive information system, be reflected in the data. 





Last year, with the basics of the system of responsibility and the various specialized 
management systems at our disposal, we forged ahead with the full implementation 

of the rules and regulations. We convened a special staff and workers congress 

SO as to be able to make certain decisions. First, we requested leading administra- 
tive cadres at every level to treat the implementation of the rules and regulations 
as their prime duty. From the company manager, directors of factories and mines, 











and workshop directors right down to the directors of teams and groups, everyone 
is, according to the principles of the regional responsibility system, responsible 
for the formulation, implementation, examination and management work within their 
sphere of control. Every specialist management department must divide up work 
according to the expertise required and be responsible for the implementation, 
examination, analysis and management of the rules and regulations within their 
sphere of control. Second, we have implemented the "twelve articles" stipulation 
under which people are closely scrutinized, rewarded and punished in an impartial 
fashion, and subjected to strict discipline. It is clearly stipulated that cadres 
and workers who violate the system and break the rules will, regardless of whether 
an error was committed, an accident occurred or a loss sustained, be registered 
and reported to their superiors, and the incident will be notched up against then. 
Further, they will be disqualified from claiming awards that month. By means of 
this effective series of controls, we have further stabilized production and 
effected the overall strengthening of the administration and management of production 
technology within the enterprise. 


/2. To use the expanded powers to carry out internal readjustment within the 
enterprise. / 


After the expansion of power, the 50 percent of the depreciation fees retained by 
the enterprise in the past rose to 80 percent, and then to 100 percent. The 
depreciation rate also rose from 3.3 percent in the past to 3.8 percent and then 
4.3 percent. In 1979 and 1980, the depreciation fees left for the enterprise to 
distribute rose by 31.44 million yuan. In these 2 years, we further obtained a 
production development fund worth 21.49 million yuan. Taking these two sums with 
the major overhaul fund, the enterprise has a stable source of funds every year. 
Thus the enterprise has the preconditions for proceeding from reality, making 
long-term plans and early preparations, and concentrating its financial resources 
on the implementation of measures which cost little, yet produce the desired 
effect within a short space of time, so as to carry out a rational technological 
restructuring of the old factories. 


For example, our company's No 2 sintering workshop used to produce hot ore. It 
was technologically backward and there was serious pollution. After adopting 
technological restructuring, we changed over to cool ore, and vast amounts of 
unmanageable high temperature smog can now be eliminated during the technological 
process. This is the best means of controlling the pollution caused by sintering. 
We can, at the same time, after changing over to cool ore technology, use this in 
conjunction with the new No 2 blast furnace which has a complete system of conveyor 
belts and burns top quality ore, so that this blast furnace will be provided with 
high quality raw materials. Otherwise, when the new No 2 furnace starts burning, 
it will have to consume vast amounts of imported ore, and we will have to spend an 
extra 30-odd million yuan. In the second half of 1979, we amassed 8.22 million 
yuan worth of funds and, mustering our construction strength, managed to carry out 
cool ore restructuring within the spece of just over 2 months and before the new 
No 2 furnace came into operation, thus guaranteeing the production demands of the 
new No 2 furnace. At the same time we have solved the problem of how to control 
the smog and have cleared up the pollution. 
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In the past 2 years, we have also made use of 21.87 percent of our own funds to 
implement some key energy saving measures. In 1979, we first carried out the 
technological restructuring of three industrial boilers installed in the 1950's 

in the four boiler rooms. They were all converted from coal to blast furnace gas, 
and they came into operation the very year we went to work on them. Last year we 
Started using again the 1.4 cubic meters of blast furnace gas that had been 
abandoned in the past, which was equivalent to saving 40,000 tons of standard gas, 
bringing in an income of 1.65 million yuan. In 1980, we carried out the restruc- 
turing of soaking pits in the first stage steel rolling mill. They were converted 
from burning heavy oil to burning both heavy oil and blast furnace gas, thus 
greatly reducing the consumption of heavy oil. In 1 year, 12,900 tons of heavy 
oil was saved, a saving of 0.75 million-odd yuan. Because certain energy saving 
measures have produced the desired results within short space of time since coming 
into operation at certain key links in the production chain, the level of energy 
consumption in the past 2 years has continuously fallen. 


Since the setting up of trial points, we have still been using part of the enter- 
prises own funds and actively readjusting the proportionate relations between the 
"Bones" and the “flesh.” We have been actively solving the inherited problem of 
pollution caused by the production process, and have invested a total of 19.9 
million yuan out of our funds, 3.71 million of which we raised by ourselves. 

Now, the Shoudu Iron and Steel Company basically solved the problem of harnessing 
water. The quality of drinking water has reached national standards and the rate 
of circulation and utilization of water has already topped 87 percent. There has 
also been a marked improvement as far as smog pollution is concerned. We have 
already eliminated those "black dragons" from the sky. The pass rate of the 

35 main smog-emitting chimneys in the factory area has reached 68 percent. In the 
past 2 years, we have also devoted major efforts to reorganizing the face of the 
factory and to beautifying the environment. In 1979 and 1980, using 16.43 million 
yuan of funds we had raised ourselves and some capital construction funds, we 
constructed 174,000 square meters of housing for our staff and workers, thus 
alleviating to a certain extent the housing shortage they are faced with. 


With the expansion of enterprise autonomy, the enterprise now has some economic 
preconditions for self-development and self-stimulated growth, thus altering the 
past situation where it had to rely on annual investment and projects for its 
livelihood and enabling the enterprise to have, after completing the task of turning 
over income to the state treasury, the preconditions for carrying out modernization 
and restructuring according to its own situation, its own capacity, and in an 
economically rational manner. Viewed in the light, it seems that there is more 
money left in the hands of the enterprise, but this money is different from money 
invested by the state. In spending "money earned by blood, sweat and tears,” 

there will be careful calculation and strict budgeting. Some important matters 
concerning technological measures and collective welfare still need to be entrusted 
to specialized personnel and sumbitted to a staff and workers’ congress for discus- 
sion. Practice has shown, that under the guidance of macroeconomic planning, when 
some financial powers are reserved for the enterprise and the enterprise is truly 
livened up, massive savings can be achieved, which is tavorable to readjustment. 





/3. To carry out political and ideological education for the staff and workers 
and to correctly handle the relationship among the three parties./ 


The reform carried out by the enterprise has basically unified the interests of 
the state, the enterprise and the individual. So that the staff and workers can 
see the relationship among the three parties in its correct perspective, we have, 
in our propaganda and education, adhered to the following principles: that life 
can only be improved by developing production; that we must continue to foster 
the spirit of struggling arduously and of hard work and thrift if we are to build 
the four modernizations; that in handing out rewards, we must bear the cardinal 
principles in mind, take the overall situation into account and adhere to state 
policies. Because we have strengthened ideological and political work, we have 
in the process brought into play everyone's initiative for developing production 
and increasing profits, thus increasing year by year the results trial-point 
expansion of power. 


The correct handling of the relationship among the three parties mainly involves 
doing a good job of distribution according to work. After the expansion of power, 
bonuses were linked to profits. The enterprise could determine for itself the 
form of the reward. Following the increase in economic effectiveness within the 
enterprise, although the reward fund has increased in size, we have, in line with 
state policies, strictly controlled the level of rewards and have not handed out 
rewards at random. As far as the distribution of bonuses goes, we have adhered 

to the principle of distribution according to work and have not been guilty of 
egalitarianism. We have set up an overall championship prize for the few important 
production factories and mines which have, in their efforts to reach greater 
heights and standards, achieved results in iron and steelmaking. The level of 
rewards has thus been raised somewhat. That of some auxiliary departments is 
somewhat lower. Even units whose standard of rewards is higher find it hard to 
obtain the overall prize, since they are subjected to harsh tests. After the 
factories and mines have received their bonuses, they must still be calculated in 
accordance with the assessment standards laid down by the responsibility systen, 
and implement the rewards according to the workpoints recorded in the workshops, 
teams, groups and posts, and have thus smashed the egalitarianism of eating out 

of a “big pot." Due to our strict control over the level of rewards, the enter- 
prise's reward fund has not been exhausted in -hese 2 years. There has been a 
surplus every year which the enterprise can use to make up for future deficiencies. 
Since the implementation of trial points 2 years ago, production at the Shoudu 
Iron and Steel Company has developed more rapidly and profits have increased some- 
what, but the level of rewards among the staff and workers has not been high. 


(3) 


The Shoudu Iron and Steel Company has fully implemented the policy of readjustment, 
carried out positive readjustment and steady reform, and has obtained definite 
results. However, looking at developments in recent years, the Shoudu Iron and 
Steel Company is faced with a tendency for the enterprise's development funds to 
continuously fall. In the past 3 years, the enterprise's profits have grown year 

by year, and state revenue has increased year by year, but che enterprise's income 
has neverhteless been gradually whittled down. As far as total accumulation of 

the enterprise is concerned, the ratio of actual state revenue (including industrial 





and commercial tax, after subtracting basic construction investment and the special 
fund allocated to the enterprise) to actual income of the enterprise (including 
basic construction investment and the special fund) was roughly 3:7 for 1978, 

5:5 for 1979, and 7:3 for 1980. If we proceed according to the current “change 

from profit to tax," the ratio will be 9:1 for 1981. Thus, with the enterprise 
gradually increasing profits, the annual drop in the amount and proportion of actual 
income and is not conducive to the enterprise increasing income by tapping potential, 
and to it restructuring and developing itself by relying on its own strength. 


As a trial-point enterprise which “substitutes tax for profit, keeps independent 
accounts and is responsible for its own profits and losses," the Shoudu Iron and 
Steel Company today no longer receives state investment or special funds. What 
power can the enterprise rely on to maintain simple reproduction, in particular, 

for making up for investment in the factories and mines, speeding up pollution 
control and gradually solving the various problems of the staff and workers, like 
their housing problem? Moreover, from now on, the scale of the Shoudu Iron and 

Steel Company will not be expanded further, and during the perioc of readjustment, 
the iron and steel industry must cut down slightly on production, keep production 
targets down and reduce the energy supply, all of which will affect the profits 

of the enterprise. What solution is there for the enterprise? We are of the opinion 
that the only solution lies in readjustment and reform. If we are to further 
implement the policy of readjustment, we must, with the proviso that there will 

be no further expansion in the scale of the enterprise, persist in the inner 
readjustment of the enterprise and pursue a new path which will save energy, control 
pollution, improve quality, expand the variety of products, carry out the intensive 
processing of products, develop the production of consumer goods, improve administra- 
tion and management and raise economic gains. If we are to successfully pursue 

this path, we must give impetus to reform work and, under the guidance of macro- 
economic planning, further liven up microeconomics. 


However, as for present reforms, for various reasons, trial-point work is in a 
state of stagnation, and recently there have already been signs of retrogression. 
A problem which has suddenly appeared in the wake of "changing from profit to tax,” 
is of how to determine regulation of the tax rute. Last year, the regulation of 
the tax rate for the Shoudu Iron and Steel Company was 13.2 percent. On top of 
that, the enterprise has to pay income tax, local construction tax, fixed assets 
appropriation fees and liquid assets appropriation fees. After that, the enterprise 
is not left with much. Under the present "change from profit to tax,” the enter- 
prise keeps a mere 13 yuan for every 100 yuan of profit. Thus the enterprise is 
receiving too little. Within iron and steel integrated enterprises, metallurgical 
mines have the characteristic of being able to take over. The Qianan mine of the 
Shoudu Iron and Steel Company has been in operation for 20 years, during which 
period the problem of ageing has grown increasingly prominent. If the mine is to 
maintain normal production and to adapt itself to the iron ana steel production 
capacity, investments need to be replenished every year. Last year, document 226 
of the State Council clearly stipulated that we must, “in line with the principle 
of maintaining mines with mines," “leave most or even all of" the profits from the 
mines “in the hands of the enterprises, thus ensuring that the mines have a steady 
source of funds." But for the moment, the stipulation of document 226 concerning 
mines has not been put into effect at all. The enterprises -au ueither get their 
hands on the money invested by the state in the mines nor can they arise these 
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funds from their profits. In the long run, the mines will fiid it hard even to 
maintain simple reproduction and the situation will definitely create new, even 
more serious disproportion. Should such disproportion occur in the mines, any 
redirection back to the state would cause too great a loss. Let us take as another 
example the rather large amount of debts owed by the Shoudu Iron and Steel Company 
in respect of environmental pollution, as certain inherited problems have not been 
solved. Therefore, we should consider these factors when it comes to distribution 
profits. 


In accordance with the policy laid down by the Central Committee, we must proceed 
with reform that is favorable to readjustment and to livening up the economy. 

We should, as far as the present reform is concerned, integrate the blocked up 
with the cleared, and increases in income with decreases in expenditure. We should 
also ensure that enterprises can first guarantee a source of income for the 

State and then that greater material wealth is created for the enterprises so that 
they can furnish definite economic preconditions. We welcome the type of reform 
introduced in the old enterprise of the Shoudu Iron and Steel Company, which 
“substitutes tax for profit, practices independent accounting responsibility for 
its own profits and losses," as the fixed tax rate should not cut too deeply 

into the enterprises. We are still considering the adoption of another method. 
With the proviso that the income of the state and localities increases year by year, 
we can delineate which method of distribution to adopt between the state and the 
enterprise. Once this line has been established, it will not be changed for several 
years. Thus the economic responsibility of the enterprise to the state will be 
rigidly defined, while the enterprise will be livened up. Proceeding from the 
actual conditions prevailing in the Shoudu Iron and Steel Company, our specific 
opinion is: We should fix the tax rate in the ratio of 70 percent of total 
accumulation to the state and 30 percent to the enterprise, thus conforming to the 
1980 level for the distribution of profits. In this way, we will first be 
guaranteeing the steady growth of state finance and also ensuring that the enter- 
prise has a definite source of funds on which to plan further. Thus we will 

arouse more fully the initiative of the broad masses of staff and workers to devote 
themselves to the four modernizations and will, abiding by the policies and decrees 
of the party and the state, effect the modernization and restructuring of the 
enterprises step by step in a planned way. 
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Jinan DAZHONG RIBAO in Chinese 21 Jul 81 p 1 


[Article by Jian Zelin [5592 0463 2651]: "Province's Light Industry Strives to 
Increase Output of Consumer Goods for Daily Use; During First Half of Year 55.5 
Percent of Plan Fulfilled; Great Increases in 15 Major Products; Successful 
Development of 51 New Products"™] 





[Text] The province's light industry has continued to develop in the midst of 
further readjustment of the national economy, and tremendous growth has taken 
place in consumer goods urgently needed by the people in their daily lives. 
Industrial output value completed during the first half of this year showed an 

ll percent increase over the same period last year, and 55.5 percent of this year's 
plan has already been fulfilled. For the first half of the year, output of 11 of 
20 major products achieved “double more than half," and output of 15 products 
increased over the same period last year. This included a new increase of 150,000 
bicycles, 100,000 sewing machines, 350,000 wristwatches, 100,000 clocks, 59,000 
cases of cigarettes, 880,000 tons of crude salt, and 5,700 tons of alcoholic 
beverages. Consumer goods such as beet sugar, dry cell batteries, and synthetic 
detergents also showed rather tremendous increases. 


Major efforts to increase output of consumer goods for daily life is a major task 
of the province's light industry during readjustment. In drawing up this year's 
production, acting in accordance with market requirements and requirements for 
further readjustment of the national economy, the entire system made its focus 
the increased output of goods urgently needed by the masses, or goods in short 
supply, such as bicycles, sewing machines, wristwatches, clocks, cigarettes, 
alcoholic beverages, high quality paper, beet sugar, canned goods, porcelain and 
pottery, common plate glass, and alcohol to rouse development of light industry 
overall. In order to increase output of these 12 goods with all possible speed, 
they tapped unused potential for production within enterprises, while at the same 
time using mechanized industrial techniques in conjunction with equipment advan- 
tages, making a major effort in cooperative and unified production. As a result 
of several years of battle, the industries in the province that make the “three 
major items (bicycles, sewing machines, and wristwatches] have increased their 
production capacity tremendously; however, development of some components has 
not been rapid to the impairment of the development of product‘on. In the course 
of readjustment and reorganization this year, they selected some plants in which 
production conditions are good and technology similar to arrange for components 





in short supply. At the same time, they have entered into cooperation with 
military industries to use unified methods to expand production. In this way, 
the free wheels, sprockets, and saddle seats that have always been in short supply, 
as well as some sewing machine components have increased tremendously over former 
years to assure the needs of major machinery plants. In expanding production of 
the “three major items,” the light industry system gave attention to seeking 
development through internal readjustment, making equitable divisions of labor 
among enterprises producing bicycles and wristwatches, assigning different kinds 
of items and specification on the basis of conditions and technical levels of 
individual enterprises, gradually developing in the direction of specialization, 
strictly checking on demands from each jurisdiction for new items, and not going 
ahead with anything that was not absolutely necessary, so as to avoid producing 
blindly and duplicating construction. 


In the process of developing production of consumer goods for daily use, Shandong 
Province’s light industry actively improved upon the make-up of goods, increasing 
production of goods that enjoyed good markets. Along with the steady increase 

in people's standard of living, people in both the cities and the countryside 
have had rising expectations of light industry products. In order to meet these 
expectations, the entire system initiated improvements in the make-up of products, 
steadily increasing saleable goods that meet people's needs. The cigarette 
industry used tobacco leaf grown within the province to develop production of 
cigarettes containing high and medium grade tobacco, at the same time giving close 
attention to aluminum foil and cigarette filters, greatly increasing the proportion 
of quality cigarettes. During the first half of this year alone, output of 
cigarettes of second grade and above, and of filter cigarettes amounted to 132,000 
cases, almost twofold the number for the same period last year. The ceramics 
industry resorted to a series of measures including decrease in the number of 
small items, raising the number of large items, holding down the number of 
individual items in favor of producing sets cof items to bring about a tremendous 
increase in production of ceramic sets, both satisfying export and domestic market 
needs, and increasing the earnings of enterprises. 


The widening of production avenues and major efforts in diversification have been 
a major measure in the light industry sector of Shandong Province's vigorous 
efforts to develop consumer goods needed for daily use. The alcoholic beverage 
industry made full use of the province's resources to increase production of fruit 
wines, alcoholic drinks mixed with fruit juices, and light sparkling wines. The 
light industry bureau of Yantai Prefecture alone researched and developed more 
than 20 varieties of fruit wines and light sparkling wines, producing 10,400 tons 
of them during the first half of the year both making full use of local resources 
and allaying the shortage of beer, while at the same time adding to supplies for 
the summer market. Numerous enterprises also combined their individual production 
characteristics inmajor diversification endeavors. The Yidou Match Plant used 
inferior materials not suitable for making matches to manufacture fiber board. 

The Rongcheng County Sugar Plant took advantage of the slack season in sugarcane 
crushing to produce various kinds of sweets and breads, gaining very good economic 
results therefrom. With the needs of city and countryside markets in mind, a 
number of light industry enterprises researched and developed new products. During 
the first half of the year alone, they successfully test manufactured 51 new 
products including China cypress paper, high quality glossy ganoderma cold cream 
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[7227 5347 7208), wheat strawboard with one adhesive side, high quality quartz 
clocks, and dry red grape wine, some of which has already been marketed. 


In the development of consumer goods, the light industry system of the province 

has diligently implemented economic policies and vigorously pushed a system of 
economic responsibility. The textile bureaus in Oingdao and Jinan instituted 
throughout all enterprises a system of work quotas whereby the greater the excess 
profits, the more retained. Each enterprise also contracted output targets with 
workshops, factory teams and groups, and individuals so that their responsibilities 
would be clear and their goals well defined. This greatly aroused the enthusias= 
of enterprises and of their staffs and employees to strive to increase output and 
increase earnings, this year's economic results consequently showing clear 
increases. During the first half of this year, light industry throughout the 
province realized profits and revenues 8.3 percent greater than for the same period 
last year. 


9432 
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INDUSTRY 


BRIEFS 


HELLONGJIANG MUNICIPAL INDUSTRY--Industrial production of Jiamusi Municipality, 
Heilongjiang Province, has increased steadily in the course of readjustment. 
Following the 7.8 and 12.4 percent increases in the annual output value in the 
past 2 years, 1981's semiannual output value showed an increase of 10.5 percent 
over that of 1980. To satisfy market needs, Jiasusi Municipality has reorganized 
its machinery enterprises since the beginning of this year. Production at those 
which produce quality products, enjoy brisk sales and serve agriculture and 
forestry is being maintained and halted or transferred at those which produce 
unsalable poor-quality products. Enterprises which produce the same products are 
being merged and those which have surplus production capacity are assigned to 
produce badly needed products. Machinery enterprises have been reduced from 29 
to 23. Thanks to readjustment, the light industry share of output value in the 
entire industrial sector has increased from 56.6 percent in 1978 to 60 percent. 
[Harbin Heilongjiang Provincial Service in Mandarin 1100 GMT 17 Aug 81) 


HENAN INDUSTRY CONFERENCE--The Henan Provincial CCP Committee and government held 
an urgent meeting of prefectural and municipal leaders and responsible comrades 
of provincial departments from 17 to 20 August, which demanded that the cadres 
and workers throughout the province make every effort to fulfill and overfulfill 
this year's industrial plans and ensure a 5 percent increase in output value 
compared with last year. In accordance with the instructions of the Central 
Committee and State Council, the meeting held warm discussions in connection with 
the actual situation in the province, and called for all-out efforts in the last 
4 months of the year in order to fulfill the plans. The province should do a good 
job in straightening out the enterprises and implementing economic responsibility 
systems. [Zhengzhou Henan Provincial Service in Mandarin 1100 GMT 22 Aug 81] 


GUANGDONG ECONOMIC WORK--Guangdong Province achieved noticeable success in increasing 
industrial output and revenue during the first half of this year. Compared with 
the same period last year, the total value of the province's industrial output 
and revenue during the first 6 months increased by 11 and 11.89 percent respec- 
tively while energy consumption was lowered by 3 percent. During the first 

7 months, the gross value of light industrial and textile production in the 
province increased by 16 percent and the gross value of the province's heavy 
industrial production rose by 2 percent over the same period last year. According 
to Li Jianan, vice governor of Guangdong, such achievements are the result of 
measures carried out in most of Guangdong's state-owned enterprises to arouse the 
workers’ production enthusiasm. [0W270557 Beijing Domestic Service in Mandarin 
1200 GMT 24 Aug 81) 


72 








ANHUI TEXTILE CONFERENCE--The Anhui provincial conference on textile industry was 
recently held in Hefei. It calls on all textile mills in the province to work 
hard to fulfill their goals of increasing their production by 15 percent and 

their profit by 12 percent in 1981 over the figures in 1980. [0W240453 Hefei Anhui 
Provincial Service in Mandarin 1100 GMT 24 Aug 81] 


GUANGDONG METALLURGICAL INDUSTRY'S ACHIEVEMENTS--In studying the documents of the 
6th Plenary Session of the llth CCP Central Committee and Comrade Hu Yaobang's 
important speech, Guangdong Province’s metallurgica! industry party group has 
summed up their achievements scored in implementing the readjustment principles. 
Reviewing the situations before and after the Third Plenary Session, the party 
group of the province's metallurgical industry held that the current situation is 
very promising. The industrial structure has been readjusted and consumption of 
fuel lowered every year. Up to now, 49 small-scale iron and steel plants have 
been suspended, saving the fuel and labor for the backbone plants and the light 
and textile industries. Large and comprehensive plants have also been readjusted 
and amalgamated to save fuel and maintain a more rational structure. In addition, 
the orientation of prodrction has been changed and more marketable products have 
been produced. Management of business has also been improved which in turn has 
promoted business and increased production. Another achievement is that the 
production responsibility systems have been pushed forward and subsequently 
improved the economic effect. In 1980, the total amount of profits submitted by 
the province's metallurgical industry to the state amounted to 106.28 million 
yuan, showing an increase of 119.8 percent over 1978. [HK210829 Guangzhou Guangdong 
Provincial Service in Mandarin 1000 GMT 14 Aug 81] 


JILIN CONSUMER GOODS--People's demands for expensive consumer goods are increasing, 
according to a recent investigation by the Provincial Planning Commission and 
Jilin University on 32 consumer goods in Changchun, Siping and Yanji Municipalities, 
Yushu Town and Huaide, Nongan, Hailong, Shulan and Tongyu Counties. In 1980 the 
monthly per-capita income of the 2,671 families in the three municipalities and 
the town was 28.7 yuan, 8.7 percent higher than in 1979. The annual per-capita 
income of the 4,334 families in the five counties was 208.5 yuan, 13.2 percent 
higher than in 1979. Of the over 7,000 families, every 1,000 persons are waiting 
to purchase 29 bicycles and 17 wristwatches; every 100 households are waiting to 
purchase 9 sewing machines, 4 radios and 3 television sets. [SK160735 Changchun 
Jilin Provincial Service in Mandarin 1100 GMT 15 Aug 81] 
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CONSTRUCTION 


*JINGJI GUANLI' ON CONSTRUCTION INDUSTRY 


KHO10824 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 7, 15 Jul 81 
p 23-24 


[Article by Xue Baoding [6585 5508 7844] and Lin Senmu [2651 2773 2606] of the Eco- 
nomics Research Institute of the State Construction Commission: “Pay Attention To 
and Develop the Construction Industry"--slantlines denote boldface] 


[Text] The construction industry is one of the three important mainstays of the 
national economy and is regarded as a basic material production sector in an economi- 
cally developed country. However, the construction industry remains quite backward 
in our country and, actually was not considered as a basic material production sec- 
tor for a long period of time. In national economic plans, we can find production 
targets ranging from how many million tons of iron and steel being produced a year 
to how many watches and bicycles a year; but nothing is mentioned about how many 
houses are built a year. In contrast to Western capitalist countries and the Soviet 
Union and some East European countries which always included the number of workers’ 
residences built each year as a useful index in appraising improvements in their 
people's livelihood. The governments of these countries have adopted many policies 
and measures to boost their construction industries. By developing the construction 
industry, they have pushed ahead the development of the iron and steel industry, the 
plastic's industry, the machine-building industry, the household electric appliance 
industry and so on, thus causing their national economies to prosper. 


For a long period of time, our construction industry has not received due attention. 
Many policies and measures which we have adopted did not foster the construction 
industry but weakened and restrained its development. (1) Concerning the profit 
policy, every trade in our country enjoys a fair profit margin. For example, it is 
70 percent or higher for the petroleum industry; 60 percent for the electrical- 
generating industry; 20 percent or higher for the machine-building industry; and 

5 percent even for the armament industry. However, the construction industry has 
never enjoyed a reasonable profit. The legal profit for the construction industry 
was 2.5 percent before 1958, which was actually much lower than that for other in- 
dustrial sectors. Even this meager profit was taken away in 1959, and it was not 
resumed until last year as a result of the urging from different quarters. This 
practice has long been keeping the construction industry in a situation of relying 
on the supply system and eating in the same canteen with everyone else, and hence 
adversely affecting the enthusiasm of enterprises in developing production 

and improving business administration. 
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//2) The material supply system is irrational too.// As everybody knows, the task of 
the construction industry is to build houses. However, in our country, construction 
materials are not distributed to construction units but to different project units 
according to the allocation of capital construction funds. Then the construction 
units in turn request materials from the project units concerned. This procedure 
which deliberately Separates laborers from objects of labor creates the segmenta- 
tion of the productive forces of enterprises. At the same time, such a provision 
System brings about formidable wastes. For one thing, it has greatly lowered the 
completion rate. According to the statistics by the general bureau of construction 
projects, in the period of “the first 5-year plan" when the system of contracting 
for jobs and materials was in effect, the completion rate for ordinary civil con- 
Struction reached 61 percent, in contrast to the 46.5 percent of last year. In 
other words, if we reached the same level as in the period of “the first 5-year 
plan,” we would have completed a residential area of 15 million square meters more 
in 1980. Another thing has been the poor utilization of manpower. There are 
60,000-odd construction projects of various kinds under construction at present. 
Every construction project needs a number of persons to arrange materials and equip- 
ment. The number ranges a minimum of 3 to 500 at a typical project. This amounts 
to 350,000 for all the projects throughout the country. The salaries and traveling 
expenses for these persons amount to 300 million yuan or more a year. As estimated, 
the expenses for this purpose have amounted to 36 billion yuan at least since this 
System of providing materials to project units has been enforced. Moreover, waste 
in material resources needs to be considered too. To distribute materials toe each 
unit is bound to increase circulation links and bring about duplication in organiza- 
tion and warehousing. From manufacturing to construction sites, large amounts of 
construction materials have to go through 3 separate components--the material depart- 
ment, the project unit and the unit in charge of construction--as well as, more than 
10 links. The cost alone for building provisional warehouses amounts to 200 to 300 
million yuan a year. Finally, the overstocking and waste due to nonconformity in 
type and quality of purchased materials are also tremendous. In our estimation, the 
expenses our country pays each year for the last two mentioned causes amount to 

500 million yuan, equivalent to the expenses for constructing a housing area of 

4 to 5 million square meters. Nevertheless, people have scarcely paid attention to 
this problem and little has been done to change this system which hinders any in- 
provements in the economic effect. 


The causes for such a situation are varied. The most direct one lies in the desire 
to expand the scale of capital construction. Over many years, the “speeding up 
theory” has been the guiding thought for economic work in our country. And the scale 
of construction has been blindly expanded under the influence of this theory. The 
overexpansion of the scale of capital construction which has gone beyond the limits 
of financial and material resources that the country could afford have resulted in 
shortages in capital and in materials. In order to remedy this situation, the 
construction industry has been restrained from developing; measures were taken to 
cut down or even eliminate the construction industry's profit while the people's 
desire for more housing was ignored. Construction materials have been distributed 
to project units while raw materials, fuel, other energy resources and so on which 
had originally been allocated for production, maintenance and renewal uses have 
been diverted to promote capital construction in the name of efving full play to 
their “initiative.” This actually a short-sighted policy, a method of killing the 
goose that lays the golden eggs. It has not only hampered the development of the 





construction industry but also that of industry, communicationsand transportation, 
and so forth; to the last analysis, it has been an obstacle to the development of 
our country’s socialist construction. 


The four modernizations can hardly be realized without a developed construction in- 
dustry. Therefore, we must pay attention to developing the construction industry 
and make it suit the needs of the four modernization construction. 


What is the aim of promoting the construction industry? What steps and measures 
should be taken to fulfill this aim? We still cannot put forth a comparatively 
complete proposal at present because we have yet to make a comprehensive and systen- 
atic survey. Generally, our tentative idea is to transform the construction industry 
into an independent and substantial material producing sector, readjust its internal 
structure, strengthen the activities of enterprises, promote the production of con- 
struction commodities, improve the comprehensive economic effect and eventually turn 
it into a firm mainstay of the national economy. Based on this tentative idea, we 
reckon, the following problems should emphatically be solved in the period of the 
Sixth Five-Year Plan. 


(1) //To place the production activities of the construction industry into the plan 
of the national economy,// in which the total output value of construction and in- 
Stallation, the total production value of construction products and the housing con- 
struction volume (in square meters or apartment units) is included. On the other 
hand, in consideration of the characteristics of large volume of construction prov- 
ucts and a long construction cycle, we must move up the development of proposals for 
each year and approve and release the capital construction plan for the following 
year by the end of September. The constructicn units gust be included in the annual 
plans, and no gap must be left in the chain of capital allocation and materials dis- 
tribution so that the “trilateral state” can be eliminated. Moreover, we have to 
ponder how to improve planning, the administration of funds, and so on. The old 
way of practice--to allocate funds at the beginning of a year and terminate all 
accounts at the end of the year-—-should be changed, and a developmental planning 
system should be experimentally enforced step by step. 


(2) //Reform the way of material distribution.// We must establish a relation of 
material balance of the construction industry to the national economy. Instead of 
distributing construction materials by every 10,000 yuan of capital construction in- 
vestment and construction project, we can directly distribute the materials and 
equipment needed to construction units according to the principle of unification of 
manpower, material and financial resources, and allow the construction units the 
right to contract for both job and materials and assume the full responsibility for 
the completion time and quality of the contracted projects. 


(3) //Improve the forms of investment and promote the “unified management” of hous- 
ing construction. The following form is worth considering; in cities and areas 

where tasks of housing construction are concentrated, take over land in a unified 

way in the name of the state according to scientific, economic planning and construc- 
tion planning; assign housing construction tasks directly to construction enter- 
prises and correspondingly distribute the necessary materials and circulating funds 
to them; let the construction departments take over the unified design and construc- 
tion, carry out “unified management,” and sell the completed housing by apartment 
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units at fixed prices. As for the basic facilities such as water supply, electricity, 
gas, telephone and so on, we can organize management companies which can oversee them 
in a unified way. The contract system of taking complete responsibility must be 
widely adopted for all those sites where houses, public buildings, industrial build- 
ings and so forth cannot be built in large numbers. 


(4) //Expand the decisionmaking power of enterprises and enable them to play a dy- 
namic role in promoting production and management.// All construction enterprises 
must carry out strict accounting and separately calculate profits and losses. For 
those construction enterprises newly founded by the authorization of the department 
in charge, the government should set up the fixed assets, circulating funds, revolv- 
ing materials and welfare facilities which are necessary, in the same way as for 
industrial enterprises. 


(5S) //Readjust the price policy and reform the price structure.// Apart from pro- 
duction costs, the price of construction products should also include reasonable 
profits and taxes. The profit rate should in principle be no lower than the average 
level of industrial enterprises, so that construction enterprises can operate under 
normal production conditions and rational management, and enjoy a little profit 
after taking care of expenses with revenues. For housing projects, the currently 
used tedious budget system should be replaced by another system of setting price by 
square meter, and enterprises should be allowed to enjoy the power to set price 
within flexible limits. The method of encouraging construction enterprises to conm- 
pete with each other by submitting bids should also be further studied. 


(6) //Reform the multifacet administration of the construction industry.// At pres- 
ent, there are 7 million construction teams throughout the country subordinate to 
20-odd departments, all of which are independent of each other. This is really a 
construction administration system of multidepartments and sultilevels and should be 
reformed. The principles for reform must be worked out so as to break up the situa- 
tion whereby departments are separated and areas are divided up to end independent 
departmental operations, promote the contract system and organize integration between 
enterprises. As a first step all planning, design and construction enterprises, in 
particular those teams which report directly to departments, should try out a system 
combined accounting with project units in the next 2 years. They should adopt a 
contract system which encompasses all aspects, do their own accounting and operate 
independently to minimize their dependency on departmental supervision. Those which 
do not get enough jobs must readjust their production orientation and strengthen 
their adaptability. On such a basis, develop ways to further liberate construction 
enterprises from departmental and regional confinement with the support of admin- 
istrative authorities, to promote integration and establish trade organizations of 
the construction industry. 
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CONSTRUCTION 


BRIEFS 


GUANGXI RURAL HOUSEBUILDING--This year, the State Capital Construction Commission 
and Guangxi Autonomous Region have supplied 5,000 tons of rolled steel, 22,000 

tons of cement, some 52,000 cases of glass and a large quantity of timber to rural 
areas to build houses. Meanwhile, the Regional People's Government has also 
appropriated a large amount of funds for rural house builcing. To do well in rural 
house building, the Regional Capital Construction Committee "he Regional 
Construction Material Bureau held a conference at the end o. on the production 
and supply of construction materials for rural house building. ne conference 
decided to manufacture a large quantity of attractive, practical, good quality and 
cheap cement parts and to supply them to peasants. [HK210829 Nanning Guangxi 
Regional Service in Mandarin 1100 GMT 8 Aug 81] 


CANCELED, SUSPENDED PROJECTS--Jinan, 23 Aug (XINHKUA)--The national conference on 
problems arising from canceled or suspended projects was held in Jinan Municipality 
of Shandong Province from 16 to 23 August. The conference called by the State 
Capital Construction Commission and the State Council's office in charge of 
clearing up projects under construction was attended by responsible comrades from 
capital construction commissions of various provinces, municipalities, autonomous 
regions and from the departments concerned. The conference studied the relevant 
instructions issued by the State Council and stressed that all localities, depart- 
ments and units must do their best to provide good care, maintenance, and use of 
the equipment of those projects that have been canceled or suspended. The conference 
also stressed that the operational responsibility system in operation must be set 
up at various units. [0W271047 Beijing XINHUA Domestic Service in Chinese 1640 GMT 
23 Aug 81) 
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DOMESTIC TRADE 


BRIEFS 


GUANGDONG SMUGGLING ACTIVITIES--The Guangdong Provincial People's Government 
conference on striking blows at smuggling activities, which concluded on 10 August, 
formulated a regulation strictly prohibiting all enterprises, organs, organizations, 
PLA units, party members, cadres, armymen, staff and workers from buying smuggled 
goods, from smuggling and from selling smuggled goods. All smuggled goods shall 

be confiscated and offenders shall be punished at the place where they commit crimes 
or at their native places. The conference demanded that leaders at all levels 
exercise leadership over this antismuggling struggle and take the lead in opposing 
smuggling activities. [HK240932 Guangzhou Guangdong Provincial Service in Mandarin 
1000 GMT 11 Aug 81) 
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LABOR AND WAGES 


INCREASED EFFICIENCY FROM INDUSTRIAL SYSTEM OF RESPONSIBILITY REPORTED 
Nanjing XINHUA RIBAO in Chinese 18 Jul 81 p 1 


[Article by Chen De [7115 1795] and Wang Liangfu [3769 5328 1381]: “Application to 
Industry of Agricultural System of Responsibility in Which Calculation of 
Remuneration Is Linked to Output; Twenty-two Collective Enterprises in Guwang 
District Try Out Piece Rate Wage Methods to Take on a New Look"] 


[Text] Guwang District in Xuzhou City has applied to industry the agricultural 
system of responsibility whereby calculation of remuneration is linked to output, 
instituting trial piece rate wage methods in 22 collective enterprises to win fine 
economic benefits. 


In accordance with their individual characteristics, each of these 22 enterprises 
began last year to use seven methods to calculate remuneration, including lev 1 by 
level management, specialized contracting, small collective piece rates, piece 
rates for production in excess of set quotas, unrestricted piece rates for individ- 
uals, minimal salary plus piece rate, and fluctuating wages. These are characterized 
by: Linking of a system of responsibility for production to the economic well-being 
of staff and employees in accordance with the principle of “from each according to 
his ability, to each according to his work." Basic wages are solely for reference 
in setting unit prices; they do not function to assure a specific amount of dis- 
tribution; however, basic wages apply for vacations, sick leave or maternity leave. 
Each enterprise clearly stipulated that increases in wages paid staff and employees 
could not exceed increases in production or increases in the labor productivity 
rate, nor could they exceed increases in enterprise profits, and they must take 
into full account the welfare of the state, the collective, and individuals. 
Verification of quotas, labor quotas, and pertinent regulations would be stipulated 
or revised by meetings of staff and worker delegates or through democratic 
discussion by staff and workers. 


Following trial implementation of this new method of calculating remuneration, a 
new atmosphere such as had not been seen in many a year began to emerge in these 


enterprises. 


Out went the “eating out of a common pot," and the enthusiasm fur production of 
the broad masses of staff and employees was aroused. Formerly in these enterprises, 
it was a case of "guaranteed harvest no matter drought or flood” in regard to the 
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wages of staff and employees in an egalitarian tendency to get the same wages 
every month. After institution of the new method of calculating remuneration, 
whether one worked well or worked poorly, worked much or worked little, worked or 
did not work, all made a difference, and the zeal of the workers was aroused. At 
the Guwang Transportation Company, some workers responsible for loading and 
unloading used to report for their shift only to take off as soon as attendance 
was checked. When a truck showed up no one was available to load it, and there 
was no choice but to send temporary workers or peasant workers to do the job. Now 
they all get to work early and leave late, and actively look for work to do. One 
person now does the work three used to do, and only one truck is needed to do what 
it formerly took three trucks to do. The labor productivity rate has vastly 
increased. After piece rate wages were instituted, some old workers praised the 
system saying the responsibility was now placed on individuals; they are encouraged 
to take the iead; their integrity is better, they work with energy; and the 
enterprise has some prospects. This is the only way to come up to the socialist 
mark. 


Cadre work styles have changed. Now that cadres in these enterprises have 
fluctuating wages whereby “when the water rises all boats rise," and "when the 
water falls, all boats fall,” how well enterprises are managed is intimately 
related to the size of the incomes of cadres individually. This has caused 

cadres and management personnel to go down to the grassroots, to investigate and 
study, and to verify quotas. It has made cadres study administration and manage- 
ment, to become familiar with operations, and to do a good job of all types of 
work. All the comrades in charge at the Guwang Transportation Company have changed 
their old practice of “dawdling" in meetings, and have gone to the front lines to 
organize production and direct production. 


All systems have been perfected. Formerly in many enterprises there were no 
quotas to verify, no quotas for labor, and no responsibility attached to positions. 
Management was chaotic. After the new method of calculating remuneration was 
instituted, every unit acted in accordance with realities to establish and perfect 
systems of various kinds, which were put into effect from top to bottom and from 
left to right, giving a new order to production. Because of the former lack of 
necessary rules and regulations, the Guwang Shoe Plant frequently lacked finished 
goods or semi-finished goods, and even needles, and spools of thread. Now, for 
every working procedure and every position a fixed consumption quota has been 
established; cost accounting has been instituted; and every expenditure relates 

to individual wages. As a result, the system is formulated by everyone, and the 
loopholes are closed by everyone; problems that could not be solved for more than 
20 years have rapidly found a solution. 


Output has risen very rapidly. Because of a lack of quality controls, the glazed 
tiles produced by the Guwang Ceramic Plant caused losses. After institution of 
piece rate wages this March, the plant contracted materials consumption, worktime 
quotas, and quality standards with workshops, and with plant teams and groups. 

The workers themselves instituted strict quality control over every process, and 
the finished product rate per million glazed tiles rose from the former 30 percent 
to 62.7 percent, the income from this item alone increasine bv ~ore than 30,000 


yuan. 





The state gains more; the collective keeps more; and individuals get more. After 
the Guwang District No 2 Brick and Tile Plant instituted piece rate wages this 
April, it made profits in the same month of more than 9,000 yuan, of which more 
than 5,300 yuan was paid the state in revenues, more than 2,700 yuan was retained 
by the collective, and 880 yuan was shared among workers, each person getting an 


average of 7.86 yuan. The workers said happily: "Trial piece rate wages benefit 
the state, the collective, and the individual.” 
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LABOR AND WAGES 


WAGE INCREASES RESULTING FROM DECREASED COSTS, ACCUMULATIONS DISCUSSED 


Beijing GONGSHE CAIWU [COMMUNE FINANCIAL AFFAIRS] in Chinese No 7, 6 Jul 81 
pp 15-17 


[Article by Gong Cai [0361 2088]: "Tremendous Increase in Income Distributions to 
Rural Commune Members in Shandong Province" ] 


[Text] As a result of the enduring erroneous influence of the left in the past, 
development of agriculture in rural Shandong was slow, and the level of collective 
distributions was very low. Average distribution of earnings per commune member 
were only 57.60 yuan in 1976, a 5.70 yuan increase in 20 years for an annual per 
capita average of only 0.28 yuan. 


Since the Tlird Plenary Session of the llth Party Central Committee, great changes 
have taken place inthe rural villages. In 1980, gross income for agriculture, 
forestry, animal husbandry, sideline occupations, and fisheries in production 
brigades the production teams increased by 17.9 percent folloiwng a 14.5 percent 
increase in 1978 and another increase of 15.6 percent in 1979. Accompanying 
development of the collective economy has been a tremendous increase in the level 
of distribution of earnings to commune members. Per capita distributions averaged 
58.60 yuan in 1977, 68.40 yuan in 1978, and 81.50 yuan in 1979. Last year, they 
increased to 105.20 yuan, a 47.60 yuan or 82.6 percent increase over 1976. Even 
more heartening is the great changes that have taken place in the poverty stricken 
four prefectuces of northwestern Shandong. In these four prefectures, average per 
capita distributions of income rose from 50.90 yuan in 1979 to 87.40 yuan, a 

36.50 yuan increase. In Liaocheng Prefecture, average income rose from 54.80 to 
126 yuan, a 71.20 yuan increase. Within a single year, numerous communes and 
brigades that had long been poverty stricken reversed their situation of "“depen- 
dence on uniform sales for grain to eat, dependence on loans for production, and 
dependence on relief for a living." Throughout the province, a whole group of 
fairly prosperous units has appeared. Counties with average per capita incomes 

of more than 200 yuan have increased from last year's 4 to 12, and production 
brigades with average per capita incomes of more than 300 yuan have increased 

from 47 to 698. These heartening changes are the result of diligent implementa- 
tion of a series of the party's rural programs and policies, of which, concretely 
speaking, the following have been the principal ones. 


l. A System of Responsibility Has Aroused the Fnthusiasm for Production of the 
Peasants. 





Along with the implementation by all levels of the party and government during the 
past several years of pricing policies and award sales policies in the state 
procurement of agricultural byproducts, has been a breaking of the fetters of the 
leftist mentality, respect for the self-determination of production teams, and 

the promotion of various forms of 4 system of responbility for production through 
the adaptation of general methods to local situations. This has effectively 
triumphed over the egalitarian phenomenon of "a great commotion in doing work," and 
“leveling out of distributions," has put into practice the socialist principle of 
distributions in accordance with work, and has aroused the enthusiasm for production 
of the masses. Already 74.4 percent of the more than 400,000 grassroots accounting 
units have instituted various forms of a system of responsibility for production, 
and 23.3 percent of them nave instituted a system of responsiblity of fixed work 
quotas. Only 2.3 percent have not unequivocally set up a system of responsibility. 
Experience has shown that no matter the form of a system of responsiblity, so long 
as it takes into account the realities of local units in local areas, it will play 
a major role in arousing enthusiasm for increased output and savings by the masses. 
Liaocheng Prefecture, which has always been fairly poor, did an early and a good 
job of setting up a systemof responsiblity for cotton, instituting chiefly uniform 
administration and linking output to individual workers, thereby winning a bumper 
harvest. Average per capita distributions to commune members increased over last 
year by more than 100 percent. Xiajin County in Dezhou Prefecture has always 

been a very poor county. In 1979, average per capita distributions in the county 
amounted to only 45.70 yuan. In 1980, more than 90 percent of production teams 
instituted fixed work quotas on a household basis, and fixed output on a household 
basis. Earnings distributions tripled to 154 yuan. Fairly prosperous Yantai 
Prefecture instituted fixed work quotas for teams and for individuals for its open 
field crops, and in forestry, animal husbandry, sideline occupations, and the 
fishing industry specialized contracts were instituted with remuneration being 
calculated on the basis of production. For each piece of farm machinery a system 
of individual accounting was instituted, and results in increased output and 
savings are remarkable. Average per capita distributions to commune members rose 
from 156.00 yuan in 1979 to 191 yuan, income levels becoming the highest inJthe 
province. 


2. Made the Most of Advantages for Producing Economic Crops Such as Cotton and 
Peanuts 


While maintaining increased grain production as directed by the Provincial CCP 
Committee, every jurisdiction actively developed a program for economic crops, 
increasing the cotton and peanut growing are by adapting general methods to local 
situations. As a result of state increase in the requisition procurement price 

it would pay for cotton, the widespread publicity given to the grain equivalency 
of cotton instituted by the Provincial CCP Committee, and policies for award sales 
of grain for sales of cotton in excess of quotas, calculations by basic accounting 
units show average per capita sales of ginned cotton amounting to 20 jin, an 
assured 380 jin of consumption grain, and award sales of 4 jin of grain or 2 jin 
of ci.emical fertilizer for every jin of cotton sold the state in excess of quotas. 
Thus, cotton farmers are assured consumption grain, further arousing the enthusiasm 
of communes and brigades for growing cotton. The area sown to cotton in the 
province has increased from 8.14 million mu to 8.36 million mu. In addition, 
advanced techniques have been spread and "Lumian No 1" superior variety of cotton 
popularized. This plus favorable weather conditions has suddenly increased total 
cotton output from the previous year's 3.33 million dan to 10.74 million dan, and 
total peanust production has increased from 21.202,000 dan to 28.08 million dan 











Both per unit yields and total output have reached all-time record high levels. 
This plus the increased price and the ad valorem price for cotton has meant a net 
increase of 1.5 billion yuan in earnings from economic crops, even allowing for 
offsetting reduced income from grain as a result of calamities. This amounts to 

an average 23.10 yuan per capita throughout the province. In the four northwestern 
prefectures of Shandong, income from the sales of cotton alone averaged 62 yuan per 
capita. 


3. Full Use of Local Resources; Vigorous Development of Diversification 


In 1980, earnings from forestry, animal husbandry, sideline occupations and 
fisheries throughout the province increased by 330 million yuan over the previous 
year, and individual earnings averaged 72.20 yuan, 5 yuan more than the previous 
year. Numerous communes and brigades took the road of one principal industry with 
all around diversification of agriculture, forestry, animal husbandry, sideline 
occupations, and fisheries to increase both collective earnings and distribution 
to commune members. Yantai Prefectures, with its consistently high grain output, 
vigorously developed diversifications and per capita earnings from forestry, 
animal husbandry, sideline occupations, and fisheries averaged 170 yuan, a 40 yuan 
increase over 1979. In more than 90 percent of the counties where per capita 
distributions averaged more than 200 yuan, and in communes and production brigades 
where per capita distributions averaged more than 300 yuan, earnings from divers- 
ification amounted to more than half of total income. In a relatively large 
number of such production brigades, 70 to 80 percent of total income derived from 
diversification in industry and sideline occupations. 


4. Improvements in Administration and Management Has Lowered Production Costs 


Formerly, as a result of the influence of "leftist" ideology, administration and 
management was chaotic with production taking no account of costs. There was 
extravagance and waste as a result of which total expenses occupied an ever 
increasing proportion of total earnings. In 1971, expenses of various kinds in 
basic accounting units in the province amounted to 32.5 percent of total earnings. 
In 1977, they climbed to 43 percent. Since 1978, with improvement in administra- 
tion and management and emphasis on economic accounting, the ratio of expenses has 
steadily dropped. In 1979, they amounted to 39.9 percent, and in 1980 they dropped 
to 36.3 percent. In 1980, 498 million yuan in expenses was saved, equivalent to a 
7.6 yuan per capita increase in earnings. 


5. Proper Readjustment in the Ratio Between Accumulation and Consumption 


Because of the current situation of low levels of agricultural output and the 
unprosperous life of the majority of commune members, collective withholdings and 
national revenues are held at around 20 percent of net earnings, 80 percent being 
required for distribution to commune members. This corrects the former erroneous 
methods whereby accumulation was emphasized and consumption slighted no matter 
conditions, which limited distributions to commune members. In 1980, the propor- 
tion of net income collectively withheld throughout the province dropped from 21.9 
percent of the previous year to 19.7 percent, and the portion distributed to 
commune members increased from 75.5 percent to 77.5 percent. As a result of 
readjustment of the proportion between accumulation and consumptica, distributions 
have increased by an average 2.90 yuan per capita. 
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LABOR AND WAGES 


BRIEFS 


LIAONING LABOR REFORM--The Liaoning Provincial Public Security Department convened 
an experience-exchange meeting on the work of reform-through-labor 31 July - 

6 August. The meeting's participants held that our province's reform-through-labor 
work has scored great achievements with the warm concern and vigorous support of 
various CCP committees and governments. According to statistics compiled in 

Dalian and Anshan Municipalities, about 80 percent of ex-convicts do not commit 
offenses after being released. The meeting pointed out: While conducting reforn- 
through-labor work, it is necessary to uphold the principle of “educating and 
persuading first and reforming through labor afterwards.” [SK100521 Shenyang 
Liaoning Provincial Service in Mandarin 1100 GMT 9 Aug 81] 
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TRANSPORTAT ION 


BRIEFS 


JILIN RAIL TRANSPORT SEMINAR--The Transportation Economic Committee of the Chinese 
Railway Association and the Jilin, Liaoning and Heilongjiang branches of the 

Chinese Railway Association held a seminar in Jilin on 5 August on quality control 
of railway transport. Attending the meeting were representatives of bureaus 
concerned under the Ministry of Railways, the Chinese Railway Association, China's 
20 railway bureaus and various provincial, municipal and autonomous regional railway 
associations. About 30 theses were submitted to the meeting. [SKO91218 Changchun 
Jilin Provincial Service in Mandarin 2200 GMT 7 Aug 81] 


GUANGDONG'S GUANGZHOU-ZHUHAI ROAD--In order to improve the road conditions for 
traffic and transport between Guangzhou and Macao, the Guangdong Provincial People's 
Government has decided to completely rebuild the Guangzhou-Zhuhai Road. The first 
phase of reconstruction work will be done entirely with foreign capital. The 
project reconstruction command has now been established and has begun to make 
preparations before reconstruction. To meet the requirements of the development 
of our province's industrial and agricultural production and foreign trade, the 
Provincial People’s Government has decided to completely rebuild this road in 

3 years. According to statistics, after reconstruction, the Guangzhou-Zhuhai Road 
will he shortened from 137.6 km to 119 km and it will take some 2 hours to go from 
Baihedong in Guangzhou to Gongbei in Zhuhai by car instead of 6 hours. [HK180705 
Guangzhou Guangdong Provincial Service in Mandarin 2350 GMT 9 Aug 81] 
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GENERAL 


SELECTED STATISTICS SHOWING INCREASE IN STANDARD OF LIVING GIVEN 
Xian SHANXI RIBAO in Chinese 6 Jul 81 p 1 


[Article: “Remarkable Increase in People's Standard of Living in Shanxi Province 
Since Founding of the People's Republic”™] 


[Text] Remarkable Increase in People's Standard of Living in Shanxi Province 
Since Founding of Chinese People's Republic 


Commemorating the 60th Anniversary of the Founding 
of the Chinese Communist Party 


Item 1949 1980 
Total Amount of Purchases by Business Units 110 Million Yuan 43.83 Billion Yuan 





Total Amount of Retail Sales of Commercial 170 Million Yuan 5.17 Billion Yuan 
Goods 
Total Value of Foreign Trade Transfers and 


Direct Exports 20 Million Yuan 603 Million Yuan 


Staff and Employees Average Wages 161 Yuan 757 Yuan 
Area of Housing Completed for Urban Staff 1.89 Million 
and Employees Square Meters 
' 
Average Income of People’s Commune Members 155.80 Yuan 


(600 Housholds Surveyed) 


Number of Bicycles Owned Per Hundred 


Commune Households 62.5 
Number of Sewing Machines Owned Per 36.3 
Hundred Commune Households . 

Number of Clocks Owned Per Hundred Commune 
38 
Households 
Number of Wristwatches Owned ter Hundred 39 


Commune Families 
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GENERAL 


(ECHANICAL, ELECTRICAL INDUSTRIES TRY REORGANIZATION, INTEGRATION 


[Article by Shashi Municipal Industry Bureau, Hubei Province: "Mechanical and 
Electrical Industry Struggles for Survival and Development Through Reorganization 
and Integration"--note passages within slantlines denote boldface type] 


[Text] The Shashi municipal mechanical and electrical system is an industrial 

group dealing mainly with machinery. The whole system is composed of 29 factories, 
24 of which are machine building factories. Among their chief products are radial 
drilling machines, grinding machines, cylinder boring machines, series 135 diesel 
engines, low pressure valves, multiple speed dynamos, single-phase electric meters, 
super strainers, electrical accessories for machine tools, standard parts, bearings, 
and so on. 


In the past 2 years, the machine building business of our system has encountered 
great difficulties in the process of implementing the readjustment guideline of our 
national economy. For a number of our enterprises, their production plans have 
decreased in size, their tasks were significantly reduced, and products of many 
factories were unmarketable. Under euch circumstances, instead of getting dis- 
heartened and airing grievances and resentment, we made great efforts in adjusting 
our service orientation and took vigorous steps in directing the enterprises to 
reorganize themselves and integrate in accordance with the requirements of the re- 
adjustment guideline. As a result, the whole system not only overcame the temporary 
difficulties, but also gained new development on the basis of the old foundation. 
Total output value of the first municipal machine building bureau increased by 34 
percent in 1979 as against 1978, and again increased by 25 percent in comparison 
with 1979. Profits of the bureau went up by 46 percent in 1979 as compared with 
1978, and those for 1980 again outgrew 1979 by 40 percent. In the following, we 
would like to present three aspects of the problem: 


l. The Machine Building Industry Must Change its Service Orientation and Expand 
its Service Scope During Readjustment. 


‘he readjustment of the machine building industry is a key link of the readjustment 
‘ the industrial sector of our country. In 1979, with the pr‘-ciple of combining 
regulation by planning mechanism and regulation by market mechanism put into effect 
by the state, the machine building trade nationwide was short of work assignments, 





and the whole industry was hard pressed. Take our sunicipality for example, for 

the beginning of 1980, of the 45 major products of the 29 enterprises, 11 products 
were encumbered with oversized inventories, and 4 productions were impeded by slug- 
gish markets. Eight enterprises had to reduce their production plan by 12.14 aillion 
yean because of supplies in excess of sales as well as other reasons. Under such 
circumstances, how the machine building industry should organize its production 
indeed became a crucial probles. 


As we recall, we laid our hands first on the urgent problem of strengthening the 
competitiveness of our mechanical products, expanding the sales and utility of our 
products, and getting the factories to work at their “full capacity.” We emphasized 
that we could not just stand by for 3 years during the readjustment. Instead, ve 
should make our plants operate for 3 years, and keep our people in action for 3 
years. Our viewpoint was supported against such a background: since the founding 
of the PRC, owr machine building industry has built up a comparatively solid founda- 
tion; however, in terms oi product range, service orientation, matters of allocation, 
as well as other aspects, there existed irrational problems. For example, with 
reference to product range, for a long time in the past, the products of the machine 
building industry were not regarded as commodities. These products not only re- 
quired a large amount of state investment and loans, out also lacked economic ef- 
ficiency and speedy turnover of funds. Besides, they were in no way related to the 
daily needs of the people in such aspects as clothing, food, dwelling, transporta- 
tion, and so on. Since economic readjustment is being implemented by our country, 
requiring the production of consumer goods on a large scale and the transformation 
of the industrial structure with emphasis on light industry, it is quite evident 

that the change of the product range of the machine building industry is a matter 

of strategic alteration rather than a mere change of a certain aspect. Take the 
service orientation of the machine building industry as another example. in the 
past, strong emphasis was given to heavy industry, capital construction, and expanded 
reproduction. Agriculture, light industry, technological, transformation, and giving 
service to the overseas market were neglected. This gave rise to the inherent evil 
of wide range fluctuations following the ups and downs of state capital construction 
investments. As soon as investment in capital construction was reduced, the machine 
building industry would “operate below capacity,” “with nothing to do,” and products 
would be left without a market and financial loeses would be inevitable. Since 

the state is reducing capital construction on a large scale in the process of economic 
readjustment, it is quite evident that the machine building industry is required 

to change its service orientation rather radically. The above fully indicates that 
the readjustment of the machine building industry cannot be completed in 3 years. 
Even when the period of economic readjustment is completed, the machine building 
industry will have to continue readjustment according to the requirements of the 
development of the national ecenomy. This is the only way in which the machine 
industry will develop and grow without interruption amid readjustment, rendering 
service to the four modernizations and the livelihood of the people. 


On the basis of such a conception, for more than 2 years in the past, we have worked 
vigorously to change our service orientation, expand incessantly the coverage of 

our service, and implement resolutely the readjustment of the machine building 
industry in our qgunicipality. We are mainly carrying out "six transformations.” 
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//1) Change from serving the capital construction sector to serving the light in- 
dustry market and the daily life of the people.// Due to the reduction of capital 
construction, some factories that fall short of work assignments have vigorously 
taken up production of light industrial products and consumer goods for the people's 
everyday life in accordance with the production facilities of the factory. These 
products include single phase electric meters, electric fans, transformers, electric 
current stabilizers, rectifiers, washing szachines, safes and other products. Last 
year, the value of these products accounted for abowt 20 percent of the total output 
value of machinery products of our bureau. 


//2) Divert services from production of principal products of the aachine building 
trade to the production of spare parts for light industry and textile machinery and 
to machinery servicing. // 


Shashi Municipality is aainly a light and textile industrial center with ample ground 
for development in the case of the machine-building industry servicing the light 

and textile industries. In the past year, we have coordinated five factories for 

the production of dobby machines, down-cutting machines, warping machines, and towel 
printing machines as well as for the production of equipment, production-line out- 
fits, and molds for casting bicycles and washing machinvs for the local warket. In 
the meantime, spare parts are produced for light industry products in co»peration 
with other sanufacturers. 


//3) Change from manufacturing principal machinery to the production of spare parts 
and fittings.// In the past, the enterprises paid attention to the manufacturing of 
principal machinery only, with little arrangements for the production of spare parts 
and fittings. At present, they are all making vigorous efforts to expand production 
of partes and fittings. Some enterprises even make special arrangements in accordance 
with the variety and specifications as required by the customers. Sometimes, at 

the instruction of customers by mail, the needed parts and fittings ace mailed to 
then. 


//4) Shifting from pursuing single-variety and large batch production to aulti- 
variety production.// Starting from 1979, we began coordinating our factories to 
strenuously develop new products of good marketability in the light of market demand. 
By 1980, we had an additional 162 products of new varieties and specifications. 


//5) Shifting fros purely domestic marketing to making strong saie efforts abroad.// 
A number of factories of our bureau have made great efforts to improve product 
quality in order to continuously be --" the volume of their machinery exports. At 
present they have made inroads into the international market for the following prod- 
ucts: radial drilling machines, valves, cylinder boring machines, standard parts, 
and so on. In 1980, 248 radial drilling machines were exported covering far-off 
markets in more than 10 countries, including the United States, West Germany, France, 
Italy, and so on. Total valve of exports for our whole group increased by 74.5 
percent in 1980 as against 1979. 


//6) Shifting from dependence on state monopolized purchase and marketing to relent- 
lessly grasping market operntions.// Comparatively speakiug, our bureau has made 
more early coordination among our factories in seriously analyzing the situation 
we are faced with in the spirit of the “two regulations” [regulation by planning 











mechanism and regulation by market mechanism] implemented by the state, and we have 
shifted from depending on state monopolized purchase and marketing to relentlessly 
grasping th< uperation of our own marketing. This has made us realize that vigorous 
promotion of sales is an important part of the while business of an enterprise as 
well as an indispensable measure to enliven production. So we have set up strong 
sales teams in each of our factories. In the case of the first machinery industry 
bureau under the municipality, contract work from the market comprised 49 percent 
of their total task in 1979, and the percentage went up to 73 percent in 1980. 


As a consequence of the "six transformations," the machine building industry of the 
municipality is beginning to be revitalized. These facts fully indicate that resolute 


readjustment of he orientation of our services is the only way for the machine build- 


ingiudustry to +ek survival and contend for development in the process of readjust- 
ment. 


2. Reorganization and Integration are the Efficacious Approach for Implementing 
Readjustment. 


What is the most efficacious approach to the realization of readjustment for the 
machine-building industry? The most efficacious approach is industrial reorganiza- 


tion and development of economic integration. This has been proved by the experiences 


in many places as well as by the experience of our own group. Since 1979, with the 
guidance and support of our higher authorities and in accordance with the principle 
of economic rationality and specialized cooperation, we have set up at different 
intervals two corporations, the machine tool corporation, and the meters and in- 
struments corporation, and two general factories, the diesel engine general factory 
and the valve factory. Included in these corpce>*tions and general factories are 

14 enterprises, which make up 74 percent of the machine-building enterprises belong- 
ing to our bureau. The following methods have been used in reorganizing and inte- 
grating the enterprises belonging to us: 


//1) Carry out reorganization and integration centexced around the development of 
easily marketabie, famous brand, export, and other "first" products.// The ad- 
vantages of doing this are: basically no additional investments are needed and 
relatively good economic results can be achieved speedily just be readjusting and 
rearranging the original plants, equipment, and personnel, and by promoting those 
products that should be promoted and discarding those that should be discarded, in 
order to reconstitute new productive force in conformity with the needs of society. 
For example, electric meters for civil use have been in good demand in our muni- 
cipality, but the old producing unit was only a small neighborhood workshop, with 
weak technological forces, poor equipment, meager finencial resources, and conse- 
quently unable to boost its production batches. The state assigned a plan target 
of 5,000 meters for 1978, but actually only 300 were produced. The workshop was 
worried that the good demand for high grade meters would not last long. In con- 
trast to this, an instrument factory of our group had a strong team, but its pro- 
duction task was far short of its production capability. In 1978, surpius stock 

of 48,000 meters was accumilated. Consequently, the plan target for 1979 was 
reduced by 60 percent in comparison with the previous year, and the annual task was 
completed in the first 4 months of the year. The 3d optical factory was another 
example. It had good equipment and good factory premises, but not many of its 
products were marketable leaving quite a part of its equipment idle. In the process 
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of readjustment, the electric meter factories were put under our jurisdiction in 
197S, and we consolidated the factories. In consequence, production jumped from 500 
meters to 30,000 that year. In May 1980, in a further step we merged the factorie» 
with the 3d optical factory and the 2d electrical machinery factory to form the 
instrument and meter corporation, and steps were taken to rearrange the plant build- 
ings, equipments and technological force in a more rational way with the result that 
the advantages of each factory were given full play. Consequently, 200,000 meters 
were produced by the year's end, a 550 percent increase compared with the previous 
year. In the second half of 1980, they took further steps in integration. The 
"three run" factories (commune-run, street-run and school-run) were also combined 
into our group. A die-casting, a bakelite and an electric coil factory were set up, 
to be run collectively by making use of the labor force, plant buildings, and part 
of the equipment and financial resources of the new partners. It is predicted that 
a production of about 400,000 electric meters can be achieved this year. In the 
first quarter of this year, 80,000 meters were already produced, an increase of 

220 percent as against the same period last year. 


//2) Develop the “superior," and regroup the “inferior."// Through analysis, we 
came to the understanding that while the machine building industry in the country 
as a whole was in a distressed situation, locally speaking however, there should be 
predominant enterprises and predominant products in each locality, and only by 
developing the "superior" and regrouping the "inferior," could the machine building 
industry find the largest ~ ber of outlets for itself. For this reason, while we 
undertook readjustment, - siping, and integration, we paid great attention to as- 
suring help from the "s_., .or" to the "inferior," from the large factories to the 
small ones, and the state enterprises to the collective. For example, the original 
first machine tool tactory was a comparatively large factory in our wunicipality, 
with more than 800 staff and workers and with relatively better techniques and 
equipments, and it once won a national gold medal priz for its main product, the 
radial drilling machine, enjoying good marketability both domestically and abroad 
as well as certain precominance among its fellow producers in the country as a whole. 
On the other nand, the third machine tool factory, a small factory producing vacuum 
presses and loading machines was unable to find markets for its products. By the 
end of 1978, overstocking of products amounted to more than 540,000 yuan and 270 
employees were left idle. Sometimes, even shortages of funds occurred for the pay- 
ment of wages. With the establishment of the machine tool corporation and the 
subsequent regrouping, the third machine tool factory made the resolute decision of 
discontinuing production of vacuum presses altogether. Instead, it utilized its 
equipment, labor force, and plant buildings to produce gear wheels for the radial 
drillin, machine that the first machine tool factory produced. Thus the third ma- 
chine toold factory which had been on the verge of bankruptcy was saved. In 1979, 
a profit of 30,000 yuan was made, and in 1980, a profit of 120,000 yuan was made. 
In the meantime, the production of radial drilling machines of the first machine 
tool factory was increased by 86 percent in 1980 in comparison with 1979. Again, 
of the five enterprises that made up the vale general factory, with the exception 
of the valve factory which was relatively large, the remaining four were all small 
enterprises run by the local people and of a collective nature. Some were just 
neighborhood workshops. Most of their products were of poor marketability and they 
were in a very precarious position. Owing to good flexible wezk in canvassing 
sales, the orders take:. by the valve factory increased year by year. Finally, it 
proved difficult to fulfill all the orders by itself. Last year, with the establish- 
ment of the valve general factory, cooperation deals were arranged for the four 
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collective valve-making enterprises. As a consequence, work was found for the col- 
lective outfits, and development was achieved for the state enterprise. In 1980, 
production of low pressure valves was increased by 42 percent as against the pre- 
vious year, while profits went up by 74 percent. 


//3) Make great efforts in technological integration with academies, schools and 
scientific research units to caange the backward state of our product technology.// 
In view of the fact that most of our machine building factories are small in size 

and weak in technology and research, we are paying great attenticn to jvining our 
forces with academies, schools and scientific research institutes in other parts 

of the country in order to enhance the technology of our enterprises and to in- 
crease the competitiveness of our products. For example, the first machine tool 
factory is actively joining its forces with the Huazhong Institute of Engineering 
and the Wuhan Institute of Engineering to study how to further reduce the produc- 
tion costs of its radial drilling machines so that competitiveness inthe market may 
be improved. Now, preliminary success has already been achieved in improving the 
design of the old products as well as in the study of value engineering. In addi- 
tion to this, the pump factory is joining forces with the provincial machine build- 
ing research institute in developing the partitioned-cell pump; the third optical 
factory is joining forces with the labor protection institute of the Ministry of Rail- 
ways to develop a dust cleaner for electric welding; and the insulating material fac- 
tory is joining forces with the Xian Design Institute to develop a new model of super 
strainer. We do think that by undertaking cooperatianin developing technology and 

by inserting scientific productive forces into the readjustment of the machine build- 
ing industry, good results will be achieved in altering the technological backward- 
ness of the machine building industry, speeding up renovation and renewal of prod- 
ucts, and the creation of new and powerful productive forces. 


As the experiences of the past 2 years indicate, the road of reorganization and 
integration is in the right direction and gives us outstanding performace. In 
terms of total annual output value, the four corporations (general factories) which 
our bureau has set up achieved increases in 1979 amounting to °8.1 percent over 1978, 
which represents a 15.6 percent above the average growth rate of enterprises of our 
bureau, and the profits made in 1979 were 104 percent more than in 1978. In 1980, 
with the exception of the diesel machine general fact. ry which saw a decline in 
production because of the reduction of the agricultural machinery production task, 
the other 3 of the 4 corporations increased their annuai output value by 37.5 per- 
cent compared with 1979 with a growth rate 36.9 percent higher than the average 
figure for the enterprises of our bureau, and their profits increased by 50.8 per- 
cent in comparison with 1979 with a growth rate 34.1 percent higher than tne average 
figure for the enterprises of the bureau. 


3. The Key Is for Administrative Organs To Emancipate the Mind and Strengthen 
Leadershir 


In the current economic readjustment, the key fer activating our economy lies in 
how the adwinistrative organs of all levels are going to emancipate their minds, 
strengthen their leadership, and act as promoters of economic integration. In the 
past 2 years, as a leading administrative organ, we have taken a firm grip on the 
following aspects of readjustment, reorganization and integration: 


//1) Unify understanding, promote reorganization and integration.// Since 1979, most. 
of our bureau have been facing the difficult position of reduced plan targets, 
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insufficient contracts, overstocking of products, and poor marketability of their 
products. In order to guarantee the growth of the light and textile industry, the 
machine building industry had to make way for them in regard to financial resources, 
electricity, raw materials, and so on. Under these circumstances, how can the ma- 
chine building industry be activated? Through repeated discussions, all members 

of our bureau from top t> bottom have come to the consensus that the only way to 
overcome the difficulties is to persist in implementing the guideline of readjust- 
ment, to develop our advantages and circumvent the disadvantages, to give full play 
to the predominant factors, and to take the road of integration. It is in the pro- 
cess of readjustment that we are to seek our survival and development. At first, 
many enterprises had certain confused ideas about reorganization and integration. 
Some were afraid that production would be thrown into disorder, or their authority 
would be reduced. Some were accustomed to their "small but complete" outfit without 
having to rely on others for anything. There were still others who were pessimistic 
and disheartened confronting difficulties and they did not know what to do. In view 
of such situations, we called together all the cadres, staff and workers of our 
bureau and made a serious analysis of the situation, and unified their viewpoints 
into a consensus through four channels. First, we unified their viewpoints through 
the channel of the needs of readjustment. With the readjustment of the national 
economy underway, it was evident that there would be a group of enterprises to be 
vigorously developed, consequently, there would be also another group which would 
be operating below capacity. There was even a small number of enterprises which were 
bound to be eliminated. It was exactly through the process of reorganization and 
integration that the needs of the readjustment were coped with so that the contradic- 
tion of "too much to eat" [production cannot keep pace with supply of materials and 
planned task] and “too little to eat" [operating below production capacity] was 
resolved that the = result of less closing and suspending as well as more merging 
and shifting [to other modes of prcduction] the enterprises were able to develop 
together by trimming off the excess to make up for the shortfalls. Secondly, we 
unified their viewpoints through the channel of the developing competition. As 
things stood, the market was becoming more and more competitive. In order to survive 
and be successful in the competition, it is necessary for a corporation to produce 
products not only of good quality, but also of diverse varieties and with a low 
price. Besides, production has to be put into operation fast and in big quantities. 
Again, reorganization and integration are gocd methods for giving full play to the 
predominant forces as well as producing things in larger quantities, faster, better 
and cheaper. Third, we unified their viewpoints through the channel of constant 
presentation of the good economic pefrormance of the trial points undertaking re- 
organization and integration. For example, we presented and promoted the experience 
of integration to be followed by reforms to get ahead steadily of the machine tool 
corporations. We also presented and promoted the experience of "sales strategy with- 
in the factory" adopted by the valve general factory. Through models, we demon- 
strated the truth of the saying, "Early reform begets early initiative and early 
integration begets early development." Fourth, we unified their viewpoints through 
the channel] of presenting the common problems faced by certain integrations consider- 
ing the picture as a whole. Our investigation indicated that the four enterprises 
belonging to the machine tool corporation wee all equipped with casting and forging 
facilities, and each was equipped with a maintenance force. In terms of rate of 
utilizationof capacity, it was only less than 25 percent for the two high fre- 
quency electric furnaces, and only about 59 percent for the 560 pieces of equipment 
installed. This situation was found in every one of the 24 enterprises under the 
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jurisdiction of our bureau. The "small but complete" set-up gave rise to looseness 
in organization, poor efficiency, redundant technology, and great waste. All this 
is a negative example of the necessity and importance of integration. 


//2) Delegate authority and suppert reorganization and integration.// We believe 
that the reorganization and integration of the machine building industry is a revo- 
lution. The supervisory organs should emancipate their minds and give their support, 
and should play the role of promoters instead of playing the role of a stumbling 
block. As long as it is beneficial to the development of production and the enliven- 
ment of the economy, all rights, without a single exception, that should be dele- 
gated, have been delegated. This has enabled the enterprises to exercise their 
rights and take up their responsibilities in the process of integration, and given 
them a free hand to carry on their operations. With the commencement of our trial 
operation of expansion of autonomy at the enterprise level in 1979, we applied to 

our higher authority to approve our four corporations and general factories as 

trial points for expanding enterprise autonomy. This gave them freedom and might 
just like a fish being put back in the water and a tiger being given a pair of wings. 
For the past 2 years or so, at different intervals, we have delegated the following 
power to the corporations and general factories: the right to transfer personnel 
within the corporations and general factories, to appoint and dismiss middle level 
cadres, to make production plans, to award bonuses, to sell products in excess of 
production quotas, to make use of the combined production development fund and the 
supplementary funds for capital assets of the corporations and general factories 

as well as other rights. This provided them with economic motivation as well as 
economic means. This closely combined the economic interests of the corporations, 
general factories, their subsidiary factories, staff and workers. By joining rights, 
responsibilities, and benefits, it fully motivated initiative. 


//3) Strengthen leadership and promote reorganization and integration.// It is an 
even more demanding requirement of the leading organs to strengthen leadership and 
promote reorganization and integration. In addition to vigorous support and daring 
delegation of authority, we must strengthen our leadership. We think that vigorous 
support does not imply giving up leadership, nor does delegation of authority mean 
letting things drift. In order to promote reorganizationand integration, our bureau 
has lone four things to strengthen leadership. First, we conducted investigation 
and study, and played well the role of the “red maid" [a go-between in a classical 
Chinese play] at the initial stage of the reorganization and integration, the party 
secretary and the director of our bureau on many occasions headed a team of spe- 
cialists and made investigations as well as analyses onthe prodrcts, technology, 
techniques, equipment, and economic plight of the various enterprises so as to 
ascertain the actual condition of the enterprises according to which programs 

were made. In the meantime, they personally visited those leading comrades who were 
confused in thinking or disgruntled so as to help them correct their thinking and 
make them comprehend the importance, necessity, and urgency of reorganization and 
integration in the light of the four modernizations. Second, we took a practical 
and realistic attitude, and guarded against "cutting with one knife." In the pro- 
cess of reorganization and integration, we took different approaches to different 
features of the enterprises. For example, in the case of machine tool corporations 
which were characterized by complex technology and strict requirements in making 
sets, we had integration first and then the reforms, and with the establishment of 
the corporation we never changed the existing internal relations without careful 
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consideration. What we did was to have a basic "unification" first, undertook 
internal cooperation within the group, and then by stages and by steps made our way 
towards division of tasks by specialization. In the case of enterprises that pro- 
duced simpler products and utilized similar technology, we unified while we made 
readjustments, and went ahead faster. Third, we abided strictly by the policy, and 
guarded against “eating out of a big pot." In the process of reorganization and 
integration, we made a strict distinction between the system of ownership by the 
whole people and the system of ownership by the collective. We did not change the 
economic nature of all enterprises that joined the corporations and general factor- 
ies. Within the corporations, separate accounts were kept and independent account- 
ing was made for the entities under the system of ownership by the whole people 

and those under the system of collective ownership, and no transfers were allowed 
among them. When a transfer was made, compensation had to be made, or rental paid. 
As for transfer of labor, the parties concerned had to settle for the services made. 
Wages and welfare were kept to the original set-up. Fourth, offering services to 
achieve coordination and rendering help to the basic level organizations. The 
leading cadres of ovr bureau went down to the grass-root units of the corporations 
and general factories, and conducted study with the people there in respect to pro- 
duction, technology, finance, management and other concrete problems, and offered 
them ideas and projosals. Besides, they selected and appointed members to the lead- 
ing group of the corporations and general factories as well as their subsidiary 
factories in order to actively create the conditions for the promotion and constant 
development of reorganization and integration. 
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BRIEFS 


GUANGDONG ECONOMIC TRIBUNALS--Various places in Guangdong Province have extensively 
set up economic tribunals to uphold socialist economic order and defend the four 
modernizations. At present, the intermediate people's courts cf all prefectures 

and municipalities have set up ecunomic tribunals and 60 percent of county people's 
courts have set up economic tribunals. These tribunals have seriously handled 
economic cases and disputes. According to statistics, by the end of May this year, 
the province had handled 717 economic cases, equal to the total number of last 

year. The economic disputes included disputes on agreements, transactions, 
description of goods, payment of goods and breach of contracts. [HK180705 Guangzhou 
Guangdong Provincial Service in Mandarin 1100 GMT 20 Jul 81] 


HEILONGJIANG ECONOMIC CONFERENCE--The Heilongjiang provincial work conference on 
utilization of stocked goods concluded 14 August. It urged all provincial enter- 
prises and establishments to make wise use of stocked goods such as metal products, 
machinery, chemical, light and industrial products and building materials, stating 
that no enterprises are allowed to buy these goods without the approval of respon- 
sible departments. In mid-July, the provincial economic and planning commissions 
and other departments concerned jointly issued a circular urging wise use of these 
goods. The conference disclosed that in 1980 some 900 million yuan worth of goods 
were in stock; rolled steel in stock totaled 100,000 tons. [SKi50958 Harbin 
Heilongjiang Provincial Service in Mandarin 1100 GMT 14 Aug 81] 
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CONSTRUCTION 


"WEN WEI PO’ ON DAM CONSTRUCTION ON CHANGJLANG 
HK220517 Hong Kong WEN WEI PO in Chinese 22 Aug 81 p 3 


[Feature article by correspondent Ou Ping-Chiang: "The Construction of a High 
Dam in the Three Changjiang Gorges-—-Interview with Wei Tingzheng, [7614 1694 
6927], Deputy Director of the Changjiang Basin Planning Office"] 


[Text] The thousand-li Changjiang, with its distant source and long stream, 
nurtured Chinese civilization. Its swinding waters form a natural channel for 
uavigation from the hinterland to the sea. Nevertheless, the Qutang, Wu and 

Xiling gorces are in the middle reaches of the Changjiang, which link Sichuan and 
Hubei. Although people marvel at the exotic rocks and precipitious cliffs, the 
currents are rapid in the three gorges, and there are many sharp bends and dangerous 
shoals. Over the past many years, they have gobbled up numerous ships and people 
and have become forbidding trips for boatmen. 


In particular, the Xiling gorge in Hubei is infested with shoals. Since libera- 
tion, numerous demolitions were carried out and the channel has been greatly 
improved. However, during the dry season, ships still have to be very careful when 
they sail pess. 


Rebuild the Three Gorges Into a Reservoir [subhead in boldface] 


"To thoroughly improve the channel in the three gorges, where there are numerous 
shoals and rapids, we must build dams across the river to form a ‘reservoir in 
the three gorges.’ This is in fact a good method to utilize in a comprehensive 
way the waterpower resources in the Changjiang.” Wei Tingzheng, deputy director 
of the Changjiang Basin Planning Office, zestfully talked about the grand plan to 
tame the Changjiang when he was recently interviewed by this correspondent in 


Yichang. 


He noted: Since liberation, the state authorities have attached great importance 
to harnessing the Changjiang. During the 1960's, water conservancy experts gathered 
in Chengdu and studied plans to build dams on the Changjiang. They also submitted 
a report to Premier Zhou. 


China's water conservancy experts held that to completely improve the three gorges 
and turn danger into safety and bane into boon, we should buila a high dam across 
the river in tie Xiling gorge to raise the water level and conserve water. We 
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should then build another low dam somewhere near the lower reaches as a supple— 
mentary project for the entire construction project in the three gorges--to be 
used for power generation and improvement in shipping transport. 


However, because of the hu:e costs of the construction project in the three gorges, 
and since we are restricted by our economic conditions, there was a change in the 
construction plan. The order "first build a high dam and then build a low dan" 
was reversed; hence the construction of the Gezhouba dam was launched. Construc- 
tion began in 1970 but was once suspended for technical reasons from 1972 to 1974. 
The construction project was completely resumed during the second half of 1974 and 
the first stage of the project was completed this year. It has now started 
generating electricity and is open to navigation. We have continued with the 
second stage of the project and it is estimated that it will be completed by 1986. 
By that time, this major dam with a total length of 2,561 meters will be able to 
display its greatest usefulness. 


Two Points of Controversy Concerning the Construction of the Major Dam [subhesd in 
boldface] 


When exactly will the construction of the major dam in the three gorges begin? 
This is what people are most concerned about. 


According to what was disclosed by Wei Tingzheng, they are still debating the 
issue and have not reached any decision. 


There are mainly two points of emphasis in the controversy: 


1) It involves a huge investment amounting to more than 10 billion to 20 billion 
yuan renminbi. Since our national economy is currently in a period of readjustment, 
it is probably inappropriate to launch a construction project involving such a 

huge investment. 


2) It involves extensive migration of the population. Since the water level in 

the three gorges will be raised, about 700,000 people now living in the urban and 
rural areas, including Chongqing, near the river banks in a section of the channel 
will have to move somewhere else, and about 600,000 mu of farmland will be inundated. 
It is thus open to question whether the construction project is worth launching. 


These two points are indeed big problems that have hindered the construction of 
the major dam in the three gorges. Nevertheless, after detailed prospecting and 
planning, water conservancy experts have made specific suggestions concerning the 
construction of the major dam in the three gorges. There is a choice of two sites 
for the construction of the dam: 1) Sandouping in the Xiling gorge; and 

2) Taipingxi, which is 7 kilometers up the river from Sandouping. 


The Estimated Capacity of the Power Generators Is Quite Huge [Subhead in boldface] 


The major dam in the three gorges will be 200 meters high. It will raise the 
water level by 130 meters, to reach the same level as at Chaotianmen in Chongqing, 
where the Changjiang and Jialing Rivers converge. The dam wili hold 70 billion 
cubic meters of water and form a big reservoir. 
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The total installed capacity of the electric power generators of the major dam of 
the three gorges, as currently designed, will be 25 to 30 million kilowatts. 

They will be able to generate 111 to 126 billion kwh annually, equivalent to more 
than one-third of the total electricity generated in the whole country last year. 


The dam in the three gorges is well situated. It is 1,200 kilometers from Beijing, 
1,100 kilometers from Shanghai and 1,000 kilometers from Guangzhou. Powerful 
electric current can be transmitted through high-voltage electric cables to most 
of the areas in east and south China. 


China is rich in waterpower resources. According to an estimate by the ministry 
of electric power generators in theory is over 700 million kilowatts, and there 
are 380 million kilowatts of potential capacity to be tapped. However, the total 
installed capacity cf the hydroelectric power stations throughout the country in 
1980 was 20.2 million kilowatts, only 3 percent of the total potential installed 
capacity, and the annual electric power generated was 58.2 billion kwh. 


In spite of that, China's electric power generation ranks sixth in the world after 
the United States, the Soviet Union, Japan, West Germany and Canada, while its 
hydroelectric powe. generation ranks fifth in the world. It can thus be seen that 
there are broad prospects for China's hydroelectric power generation. 


The advantages of hydroelectric power generation are that it uses the natural 
sources of water, which can be used continuosuly and will never be exhausted. 

The disadvantages are that building a hydroelectric power station needs more 
investment than a thermal power station, it takes longer to recover the capital 
invested, hydroelectric power stations are usually further away from the industrial 
areas, and so on. 


China is a country with vast territory and abundant resources in various aspects. 


The major dam in the three gorges can generate high economic effect, and its 
construction is quite necessary. 


CSO: 4006/475 
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DOMESTIC TRADE 


GUANGDONG, FUJIAN SPECIAL ZONES DISCUSSED 
HK200735 Hong Kong WEN WEI PO in Chinese 19 Aug 81 p Z 


["Guangdong and Fujian Adopt 10 Measures to Develop Construction of the Special 
Economic Zones" ] 


[Text} Beijing, 18 Aug (ZHONGGUO XINWEN SERE)-—-Recently, Guangdong and Fujian 
Provinces have further put into effect the special policies and flexible measures 
in accordance with the spirit of the instructions of the Party Central Committee 
aai the State Council and have boldly undertaken anything that is in conformity 
with the general and specific policies of the state and facilitates the readjust- 
ment and development of the economy of the two provinces and of the whole country. 
At the same time, they abide by a strict scientific attitude and make efforts io 
advance smoothly. 


The main content of the special policies and flexible measures that are being 
carried out in Guangdong and Fujian Provinces are as follows: 1. Measures to be 
more open to the world including active utilization of foreign capital, introduc- 
tion of suitable advanced technology and scientific management ani expansion of 
foreign trade; 2. Freer domestic and foreign policies including better use of the 
law of value and other economic levers to make the economy more lively; 3. Expan- 
sion of the power of the two provinces in the fields of economy, personnel, and 
local legislation as well as more independence for enterprises. 


The two provinces may fully develop their economic independence under the conditions 
of adhering to the following five conditions: (1) Adhering to the fundamental 
principles of the socialist road, the people's democratic dictatorship, that is, 
proletarian dic.atorship, the leadership of the Communist Party and Marxisnm- 
Leninism-Meo Zedong Thought; (2) observing the unified general policies of the 
stsie; (3) ebeying the guidance of the unified planning of the state and the 
cemprehensive balance of the whole country; (4) fulfilling the tasks alloted by 

ths state; (5) persisting in unity of action in external transactions. 


Concerning the problems of the systems of planning, finance, banking and foreign 
trade in che two provinces, there are the following measures: 


-~-Regarding the planning system, the planning of the province and the localities 
shouid be combined with that of the province as the dusinant factor under the 
guidance of the general and specific policies and planning of the central authorities; 


10 











--Financially, the financial responsibility system should continue to be carried 
out. Under the prerequisite of fulfilling the alloted financial targets of the 
provinces, they have the power to arrange their finance indeperdently; 


--The provincial bank branches should play the role of local banks. The management 
independence of the provincial banks should be expanded on the basis of the existing 
system and structure of management. Under the prerequisite of ensuring the fulfill- 
ment of the alloted amount of foreign exchange that should be handed over to the 
state, they Lave the independence to use what is left of the foreign exchange in 
accordance with the foreign exchange management regulations of the state; 


--The independence of the two provinces in foreign trade will be enlarged. The 
export plan of the foreign trade of the two provinces should mainly be made by 

the provinces on their own und then be incorporated into that of the Ministry of 
Foreign Trade and included in the state plan. The local foreign import should be 
planned by the provinces and reported to the relevant departments so as to be put 
on record there. The two provinces should make full use of their respective strong 
points to develop economic and technological cooperation with foreign countries. 
The main material and parts imported by the two provinces for processing export 
goods will be exempted from import duty, but they will b. taxed if the goods 
processed are transferred to the domestic market. 


The Concrete Content of the 10 Measures 


There are the following 10 measures for developing the construction of the special 
economic zones: 


(1) The planning and construction of the special zones should be carried out in 
line with their local conditions and attention should be paid to the practical 
effects and to laying particular emphasis on developing certain sections of the 
economy. The Shenzhen and Zhuhai special zones should be developed into comprehen- 
sive special zones with the diversified economy of industry, trade, agriculture, 
animal husba dry, hoveing and travel. The Xiamen and Shantou special zones at 
present, should be developed as zones mainly for processing of foreign goods and 
with the development of trade and other economy at the same time. 





(2) The customs should grant special preferential tariffs to goods imported into 
the special zones. After the demarcation lines between special zones and nonspecial 
zones are »mder strict administration, all the means of production and consumer 
goods imported to be used in the special zones for which permission has been 
granted will be exempted from customs with the exception of cigarettes and alcohol 
which should be taxed at half of the lowest rate and a few kinds of other goods, 
which should be taxed according to the relevant regulations. Goods transported 
from those zones to other areas in the country should be taxed according to the 
general regulations on importation. Before the demarcation lires are established 
the temporary customs regulations remain in force. 


(3) Entry and exit procedures will be simplified to facilitete the entry and exit 
of people. All the special zones have the power to inform the visa office to 
issue visas to foreigners and overseas Chinese who want to enter the special zones. 
For those who have to come and leave frequently, multinle entry visas good for not 
more than i year will be issued. 
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(4) All the staff and workers of the enterprises in the special zones will be 
employed under contract. The enterprises will have the right to decide on matters 
of employment, probation and dismissal and the remuneration system of low vages 
and high allowances will be changed step by step. Wages should consist of two 
component parts: basic and floating. Under the unified arrangement of the zones, 
pensions and social welfare should be eventually introduced. 


(5) The special economic zones should conduct their foreign trade independently 
in the general direction set by the state's unified policy for foreign trade. 
Commerce should be mainly in the hands of state enterprises. But the special 
economic zones should also be allowed to set up certain joint commercial ventures 
with foreign firms. Import of necessary commodities should be permitted. 





(6) At present, Reminbi is the main currency used in the special economic zones. 
The use of foreign currency is limited only to specified areas. The People’s Bank 
shou”i vigorously make a study of the feasbility of the issue of a special currency 
for Shenzhen. Chinese banks registered in Hong Kong will be permitted to set 

up branches in the zones. Step by step a selected number of foreign banks will 

be allowed also to have their offices there. The State Foreign Exchange Control 
Administration will set up branches in these zones. 


(7) Active measures should be adopted to raise funds for the construction of 

the special economic zones. On the one hand foreign funds should be used as one 
o. the sources of funds. On te other hand, for the funds in Reminbi needed for 
the construction of the zones, an appropriate amount of additional loans should 
be allocated to them as far as conditions permit. 


(8) Airports, harbors, ralways and telecommunications facilities should be allowed 
to develop with foreign {/ -tments. These can be run by the zones or in coopera- 
tion with foreign enterp: -... But they will have to assume sole responsibility 
for their profits or losses. 


(2) To speed up the development of the various undertakings in the construction 

of special zones, certain special bylaws and regulations should be drawn up for the 
zones. A suggestion has been made to the Standing Committee of the National 
People's Congress to pass an act empowering the standing committees of the people's 
congresses of Guangdong and Fujian Provinces to draw up these bylaws and regulations 
and report them to the Standing Committee of the NPC and the State Council to be 
put on record. 


(10) The zone administrations should be streamlined. They should be given suffi- 
cient power to handle problems and coordinate the relations between various depart- 
uents independently. To ensure law and order in the zones and strengthen the 
administration of the borders, the security work of the zones should be vigorously 
strengthened. The demarcation lines between special zones and nonspecial zones 
should be established as soon as possible and they will be patrolled by the 
frontier guards and police forces. 


CSO: 4006/475 
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FOREICY TRADE 


PREDICTION OF WORLD COPRSDDITY MARKET PRICES 
HK190316 Hong Kong WEN WEI PO is Chinese 18 Aug 81 pp 1-2 


[Dispatch from Beijing: “Foreign Trade Ministry Research Office Predicts tnter- 
national Market Trends: World Grain Prices To Show Big Rise, Oil Crisis To Ease”) 


[Text] The Foreign Trade Ministry Research Office has recently made an analysis 
of the development trends of several major commodities in the international 
commodity market in the 1980's and predicts that their prices will rise. 


l. The basic situation of world grain at present is that production lags behind 
the increase in consumption and the grain reserve level is very low. The world 
grain supply in the 1980's will be unstable. It is estimated that the Soviet 
Union will maintain a relatively larg. quantity of grain imports. Grain imports 
of most Third World countries also show signs of increase. It is estimated that 
grain prices in the 1960's will fluctuate at a relatively high level. If serious 
failure in grain production occurs in the mein grain exporting and importing 
countries, grain prices will show a big rise. 


2. Oil will remain the chief source of energy in the 1980's. Because the amount 
of oil recovered has been greater than the amount of newly proven reserves in the 
last few years, oil exporting countries may continue to adopt the policy of 
limiting or reducing production. Moreover, the Middle East situation is unstable. 
The supply of oil will also be very unstable and the general trend of oil prices 
will be a continuous rise. However, the Western countries have recently made 

some headway in saving energy, exploiting energy resources and developing new 
energy resources. It is predicted that the situation of oil supply and demand will 
ease and the rise Sf ofl prices will not be as great as that in the 1970's. 





3. It is estim.ted that, because of the slowdown of economic growth rates in the 
capitalist countries, the development in production of substitutes and the increase 
of production costs in mining and smelting, the increase in production and trade 

of nonferrous metals in the 1980's will be rather slow. On the whole it will 
remain at the level of =he 1970's with am average increase of 3 to 5 percent. 

The production of lead, magnesium and titanium may increase slightly faster and the 
productica of tungsten, antimony and tin may increase more slowly than this. 

What is worth noting is that the present international situation is turbulent. 

The military expenditures of the United States, the NATO countri.cs and other 
European countries have all increased and the amount of strategic materials and 
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goods cornered will also increase in varying degrees. Therefore, there may be a 
relatively big price rise of nonferrous meta!s in the 1980's depending on the 
development of the situation. 


4. In the 1980's, competition in the world textile market will even be more acute. 
The number of exporting countries and the amount cf textile goods available for 
export will also increase. But trade protectionism will be further strengthened 

and the rate of increase of textile goods will be slower than that in the 1970's. 
The basic market trend is to upgrade the products and to produce products of 

greater variety and superior quality. In order to adjust to the trend of market 
development, all main textile exporting countries and regions are striving to reform 
the structure of products as a means of raising their competitive capacity. 


5. The trend of the market development of light industrial consumer goods is 
similar to that of textile goods. Expensive goods, goods of greater variety and 
superior quality will be required. Daily-use electrical products will develop 

in the direction of saving energy and a higher degree of automation. The demand 
for consumer goods such as articles for traveling, cosmetics, articles for recrea- 
tion and physical culture, daily-use electrical appliances, furniture, kitchen 
utensils, pottery and porcelain, toys and so on will have a relatively great 
increase. The trend of development in handicraft articles will be the integration 
of daily-use articles with those of an artistic nature. The trend of trade in 
light industrial consumer goods and handicraft articles in the 1980's will be one 
of a steady increase. 


6. Machinery products account for slightly less than one-third of the total 
international trade volume and three-fifths of the world's total export volume of 
finished products. 


The development of high-grade precision machinery products in the 1980's will be 
faster than that of elementary and ordinary machinery products. Trends which are 
worth noting are: 1. Investment in equipment for producing products which save 
energy and raw materials is still increasing. Orders for equipment stich as machine 
tools for developing small-size and light automobiles which consume less oil and 
pollute less have increased in large numbers. 2. The demand for equipwent for 
developing new energy sources continues to increase. 


3. Signs of revival of the shipbuilding industry have appeared. 4. There is an 
increasing need for specialized industrial machinery and complete sets of equipment, 
such as machines for hydraulic power station, cereal processing, foodstufi processing, 
light industry, civil engineering, and so on. 


It is estimated that in the 1980's the market for machinery products will exten- 


sively develop and the prospect is bright. In particular, the demand for ordinary 
machinery by importing countries will increase remarkably. 
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